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SECRETARY BERGLAND: I want to apologize for the 
dealy this morning. I was invited to a meeting that I 
couldn't refuse. 

We will resume the schedule, and the first panel 
will discuss Agriculture and the Ecomony, and the panel is 
made up of Dr. Paul Johnson, Department of Economics, 

North Carolina State University. 

From the National Family Farm Coalition, Ms. Robin 
Rosenbluth. 

From the National Soybean Processors Association, 
Mr. Sheldon Hauck. 

From Perdue University, Dr. Robert Thompson. 

From the United Egg Producers, Mr. John Wallace, 
and from the United Fresh Fruit and Vegetable Association, 
Mr. Roger Stroh. 

Prete rs all ertgnt with you, we will proceed 
in the order they appear on the agenda. 

Dr. Paul Johnson. 

DR. JOHNSON: Thank you, Mr. Secretary. I shall 
restrict my comments to the areas of macro economic policy 
ancueitcernartonal trade. 

Academics are allowed the luxury of thinking in 
terms of the Tong run, and that is the context of these 


brief remarks. I want to emphasize this point of view since 
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I believe that we need a sharper distinction between crises 
and adjustments to relative prices changes. 

The large run-up in energy prices has presented 
serious adjustment problems to agriculture as well as other 
sectors of the economy. But there is, and should be, a 
distinction between a price increase and, say, a ban by 
foreign suppliers of exports to us. 

Onetner sub sect Cr=inilation;, I think it is well 
to keep in mind that the process does not originate in a 
agriculture. Even though journalists and others single 
out food. price changes for comparisons, the inflation rate 
is a monetary phenomenon. 

We do not know enough about causality that might 
run the other way -- from an overall inflation to particular 
prices. 

Martin Feldstein of Harvard has dicussed one link 
that is important to agriculture, however. Income tax 
laws treat capital gains differently than other income. Land 
is a non-depreciating asset, and stands on a different 
footing than capital assets. 

The consequence is that land as a store of value 
Will get Dideup more = ineprice thanythe overall §price® level. 
If this analysis is right, we must recognize that the 
relative price change comes from overall tax policy, and 


inflation. Neither of these is controllable from within 
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agriculture. 

I think we are observing an upsurge in protection- 
ist sentiment in the U. S. An increase in tariffs or non- 
tariff barriers on imports might not have serious short 
run effects on grain exports, for instance. 


But the long run implications might be different. 


6 

: This is precisely why the current grain embargo is not 

P universally supported in this country. 

S Regardless of questions about whether the embargo 
16 WidsuewOrkwOorenot,atnesworld viewrtof the U.iS+iassasstable 
rr source of supply is adversely affected. 

re Two questions that are raised in the background 
e material for these meetings need comment. Foreign markets 
u for our agricultural products are described as inherently 
ie unstable, and a goal of policy is described as one of 

e maximizing exports. 

7 On the first point, I would be careful about 

18 describing markets as unstable. Most people use unstable 
i in this context as meaning large swings in prices. Grain 
90 markets, for instance, in the 70's have experienced such 

91 swings. 

99 The two root causes of these swings are the 

93 elasticity of demand for these products and governmental 

oA activity. The largest swings in international grain prices 
95 have followed policy shifts invthe USSR, but they ware a 
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State trader, and their behavior is not easily analyzed 
in a market framework. 

In addition, capricious behavior has been observed 
by governments of both grain exporting and importing nations. 

Just as importantly, and this is related to the 
second point on maximizing exports, policy shifts in the U.S. 
that try to change the domestic price of a product will have 
Similar effects. 

Attempts to insulate a domestic market from inter- 
national markets are always costly in the devices needed to 
carry them out. 

In the language of economics, the U. S. has a 
comparative advantage in the production of grains and oilseeds 
We can produce these goods with fewer resources than many 
other nations. 

In such a situation other nations can obtain grains 
Proemetnie U.eo.echeapter than*producing it. U. S. farmers 
are growing crops and producing animals in response to 
market signals. Consumers here and abroad are adjusting 
their market baskets with respect to the same signals. 

We are not maximizing exports. We are simply very 
good at producing something people value. If we or other 
nations distort the signals the world is simply less 
efficient in producing and comsuming. 

As a member of the GATT the U. S. is committed to 
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a policy of reducing trade barriers. Increased protectionism, 
whether it is in agriculture or automobiles or whatever, 
is inconsistent with that policy. 

Thank you. 

SECRETARY BERGLAND: Thank you very much, Dr. 
Johnson, and now Ms. Rosenbluth. 

MS. ROSENBLUTH. My name is Robin Rosenbluth and 
I am Coordinator of the National Family Farm Coalition. 

The Coalition is a national membership organization 
created to bring together farmers and non-farmers to help 
change U. S. agriculture polciies so that they support and 
encourage small and moderate sized family farms. 

I will speak today about agriculture and our 
economy. Much of what I want to convey is often not addressed 
by economists. Many economists have been trained to 
identify economic factors alone. Often separated from the 
SoCs BaAnoeool tical Lactors. 

As an organizer, I have learned from practical 
experience that these factors are not separated on the farm 
and should not be separated in policy formulation. People's 
lives matter as much as economic data. One need not be an 
ecomonomist to know that the agricultural sector of economy 
Pome roOupLe. 

Agriculture is absolutely vital to our national 


economy. Yet it is hurting desperately. We can clearly see 
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the trends in the structure of agriculture reflecting a system 
of agriculture which increasingly supports a few large scale 
or corporate agri-business firms along with many smaller 
farmers who survive on income they earn from jobs off the 
farm. 

I am sure that I do not need to define in the 
short time allotted all the problems I see in the structure 
of agriculture. I am sure you have heard quite a bit by now. 

However, I would like to point asthe the contradiction 
I see between USDA documentation and rhetoric supporting 
family farms in constrast with USDA programs, market place 
realities and Government policies. 

USDA studies have well documented the greater 
efficiency of the small and moderate sized family farms 
in terms of yield per acre and output per person hour. 

However, when we examine the market place realities 
we find total profits are increased when farms grow beyond 
this documented economically efficient size. 

In examining farm efficiency, I find that conventional 
definitions do not factor in environmental or social impacts 
Ofetarm technology and production methods, the, effect of long 
term yields on soil fertility and loss, the quality soy 
Mutritionalevaiue of the»food produced.or the health effects 
of farm technology on farmworkers, farmers, rural communities 
or consumers. | 
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In spite of the efficiency of smaller farms noted, 
your own USDA figuresagain predict a loss of yet another 
800,000 farms by just 1986, more than one-third of all our 
farms today. This loss can be stopped by national policy 
changes. 

Much of the change in our structure of agriculture 
became apparent after World War II. Before World War II, 
very little credit was used to finance farm capital accumu- 
lation. Since that time the trend toward external financing 
has intensified. 

Also since that time the introduction of new 
technology has not only increased the size of farms required 
for a viable production unit, but has increased the need for 
Capital requirements. 

USDA has documented that the average capital require 
ment for new farms may be more than a half a million dollars. 
If a farm were to handle sales of over $100,000 the capital 
investment would be over $1 million. 

How can a young farmer get started in farming today? 
Increased credit is needed for high real estate prices, 
production costs and increased large equipment reflecting a 
decline in internally generated funds. 

As more farmers seek loans and debts rise, banks 
increase their collateral requirements. As farm debt increase 


and farm income declines, we find that agriculture becomes 
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much less financially stable in our economy. Wealth has 
increased more from rising land values than from farming 
activities. Family farmers are being forced to refinance 
at high interest rates to dispose of farm assets to repay 
debts, or lose their farms. 

Yet some farms are continuing to grow and expand. 
Many of our laws that were designed to serve the family 
farmer now serve the largest farmers and non-farm investors. 

Tax Shelters have contributed to the rising demand 
for agriculutral land and create advantages for those 
larger or agribusiness corporations which have other sources 
of high incomes. 

Taking advantage of current laws usually require 
the services of lawyers. Legal services are available for 
everyone. However, the relative costs for larger farm units, 
particularly those vertically integrated corporations, is much 
lower. 

Farms which produce large quantities of commodities 
hold the advantage in commanding access to the limited number 
of markets. Cooperatives can help smaller farms to balance 
the pecuniary economic advantages of large farms. Yet the 
Farmers Cooperative Service has been one of the most under- 
funded services in USDA. 

Todays high inflation only exacerbates farmers’ 


problems. They face increased costs of machinery, seeds, 
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fertilizers, pesticides, herbicides, fuel, land, and of course 
credit. 

Yet farm prices remain dramatically low. In times 
of economic crisis the Government has often intervened. 
I can easily dismiss the sentiment of some people who "want 
the Government out of agriculture". If the Government does 
not take any positive actions, we will have a country run 
completely by the financial interests of today's trans- 
national corporations, not the free market. 

The instability of the market can work to the 
advantage of the largest producers. They are ready, and 
able, to buy out farmers who have no other financial resources 
to fall back on during market busts. 

Both farmers and consumers face increasing costs 
as they purchase from a decreasing number of firms. We all 
have seen the problems of concentration in the oil industry. 
If a few corporate firms produce, process and distribute all 
our food goods, what is going to make them different from 
those seeking profits like Exxon has recently obtained or 
OPEC for -that® matter? 

I strongly recommend that you review the Family 
ParmmeDevelopment Act. Hp R. 6295 This Bill, endorsed 
by thousands of people around the country, farmers, farmworkergf, 
consumers, environmentalists, labor unionists and churches, 


seeks to remove the present bias in our laws today which 
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supports large and corporate farms. I would like to submit 
a summary of the Bill into the record. 

Tocsee sd would: 

One, create a family farm development service in 
USDA to develop, coordinate and evaluate USDA activities 
focusing on family farms; 

Two, reorient research priorities to include study 
on such subjects as environmentally protective agriculture 
and energy efficient technologies; develop educational, 
training and demonstration programs. 

For example, training one state UDSA agent in 
appropriate technology installation and operation or develop- 
ing an apprenticeship program for farmers to learn new farm 
techniques. 

Three, offer revolving loans to communities for 
family farm ownership; 

Four, make credit available to farmers for small 
scale alcohol production, sustainable agricultural techniques 
and appropriate technologies; 

Five, create marketing programs, particularly for 
innovative direct markets, and expand the authority of some 
present programs; 

Six, provide legal services for limited resource 
farmers through increased funding to the Legal Services 


Corporation; 
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Seven, set up a Food Price Review Board. Set 

Obviously, we also recognize the extreme importance 
of Federal policies dealing with income and price. The 
NFFC is presnetly engaged in our own national dialogue 
to democratically develop our legislative position on price 
policies. We are polling our members and working through our 
network of local organizers to educate and bring together 
both farmers and non-farmers to understand the importance of 
OUlREULUTG=agGuLTCuLtcure policies and their effect on us all. 

Our choice of agriculture policies depends, 
naturally, on the goals we hold. Thank you. 

SECRETARY BERGLAND: Thank you very much, Ms. 
Rosenbluth. 

Now, to Sheldon Hauck. 

MR. HAUCK: Thank you very much. Our remarks 
are based on the dialogues that were held around the country. 

I hope that I can contribute the perspective of an 
American industry which is immersed in world commerce, the 
continuing health and prosperity of which depends upon 
increasing global economic interdependence through trade. 

In responding to the issues, I also hope that the 
fundamental tenets of an international trade policy for 
American agriculture will emerge which my industry believes 
is not only in its own interest, but also is in the interest 


of this country and long range global economic and political 
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stability. 

As a point of departure, I observe that no par- 
ticipant in the series of dialogues has seriously disputed 
the central and critical contribution which American agri- 
cultural exports make to our Nation's balance of trade and 
to the alleviation of global hunger. 

Rather, the concerns expressed about the future 
course of American agricultural trade policies reflect a 
people struggling to cope with their perceptions of a world 
of limited natural, human, and capital resources against the 
backdrop of an uncertain future. 

While the recognition of limitations is essential 
to later progress towards solutions, I would suggest that 
we ought not let what the novelist Alvin Toffler has called 
"future shock" be the determinant of our trade policy. 

Rather, we ought to take constructive Serie ne 
pursue with increasing vigor an international trade policy 
for American agriculture which, one, plans for increasing 
global demands upon available food supplies; two, develops 
markets for American agricultural exports; and, three, 
makes optimum use of our comparative and natural advantages. 

DEmtoutnecnescontext —Of such a_policy that I will 
address the issues and concerns raised about the future of 


American agricultural trade. 
Planning for Global Demands on Available Food 


Acme Reporting Company 


(202) 628-4888 


o£ 25% die ; : eit wf sonaqigge 


r > - 4 J 7 . ‘Ss is > 18 x(s 


> i i ; y of 25 3 roapaed 


#7 
« r f i 
_ = = - 
ig ’ 7 “a +4 > i 
: Vi‘ i) & Ss i { Joppa 
: Ps we 
74 n eet, ai ) f ba = taut 
; Be Pug & “anzen 


Siieltt te IOPl¥ ot.geersost ASiw eve tee 


i2o5% 3 sfg ,ute .foidw etusluctzps aspizems Seen 
- 
atj01 sal WS t2e:.5qNe Deol eicelievs coqy efinesmeb ladolae 


; . 
boi aP yhas ;estcqts iaaisaluniszes cAcixrsch tot 32 SATO) 
ROOLIFEVDS 1s kUIES Oe syloiiagmos” sco 20 eau momigas eee 


i4t¥ I jeds yoifeg « Meee. fo txedmm> ed¢ ab et sf 


9 Jvods bosigt gayeonos hus aouemd- exisy 


' 


Supplies. 


The people of the world today increasingly demand 
the protein and food energy stored in oilseeds and oilseed 
products as they strive to upgrade their diets. 

My industry is strongly committed to meeting 
part of that demand through growth in American agricultural 
exports and American agricultural productivity. During 
these dialoguses, however, people have been asking two 
fundamental guestions abut the wisdom of such a future 
course. 

First, people have been wondering whether such 
growth can or should be sustained, and, second, they 
have been asking "are we borrowing against the future by 
increasing agricultural exports in the present?" 

My answer, and my industry's answer, to the former 
question is, an emphatic yes. Not only can such growth 
be sustained, it must be sustained in my industry's, our 
country's, and the global interest, particularly in view of 
the alternatives. 

To the latter question, my answer 2nd my industry's 
answer, is an emphatic no. On the contrary, increasing 
American agricultural exports helps to ensure that there 
will be a livable future for adequate food supplies are the 
FOunddc.On, Or, global economic SenueoCLtitrCcalmsstabill ty. 


With this perspective in mind, I turn to some of the 
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32 ¢ 
specific questions raised concerning our future course. 
Participants were asking about the impact to date of our 
increasing agricultural exports upon soil depletion and 
energy resources and about the likely future impact should 
we pursue a policy of export maximization. 

In response to these questions, let me say that soil 
depletion and the exhaustion of nonrenewable energy resources 
are not caused by agricultural exports. Nor will increasing 
agricultural exports in the future cause soil depletion or 
energy exhaustion. 

First, soil depletion represents the fruit of 
unenlightened or misguided land management policies and 
agricultural techniques which result in the destruction of 
arable land through erosion and inadequate mineral replenish- 
Ment ; 

We have only to recall the dust bowls of the 1930's 
to realize the fruits of such policies and technigues. lLike- 
wise, events since that time have proven that enlightenment 
and proper management render such problems surmountable and 
soluble. 

Second, we all know that American agriculture has 
become more energy intensive due to the mechanization of 
techniques and the energy costs associated with the produc- 
trongor chemical fertilizers. 


Our consciousness of the interrelationships between 
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food production and energy use should spur us collectively on 
to significantly underwrite basic agricultural research 
and technological innovation to assure even greater pro- 
ductivity in both food and energy for future generations. 

Whether the tractors of the future will burn 
soybean oil in lieu of diesel, or whether solar applications 
will supply most on-farm energy requirements in the future, 

I can't say. I can sav, however, that both these and other 
approaches are being tried withsome success in the present 
and augur tomorrow's potentialities. 

Fortunately, our country's agricultural resources, 
unlike fossil fuels, are renewable, are very productive, and 
are capable of even greater productivity. 

Coupled with policies which vigorously support 
basic agricultural research, enlightened land management, 
and technological innovation, American agriculture will 
continue to be able to supply a substantial protion of 
global food demand without soil depletion and without 
energy exhaustion. 

Developing Markets for American Agricultural Exports|. 

Inextricably intertwined with policies which plan 
for global food demands are policies which foster the 
development of foreign markets for American agricultural 
exports. 


My industry applauds the foreign market development 
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efforts of the Foreign Agricultural Service to date and y 


urges that even more be done in the future. 

My industry is firmly committed to increasing both 
the quantity and the quality of our agricultural exports 
to service our existing developed markets and to meet the 
needs of emerging nations. 

Today's and tomorrow's tremendous potential for 
American export growth will come from the protein-deficient 
developing countries and the centrally-planned economies. 

In light of this fact, our nation's export develop- 
ment program must be reoriented to focus upon the 
developing nations of the third world, and the centrally _ 
planned economies, such as Eastern Europe, the Soviet Union, 
and the People's Republic of China. Not only is such 
a policy orientation consistent with my industry's continued 
health and propsperity, but also our nation's and the 
global interest will be well served.through the greater 
economic and political interdependence which would result fron 
Stich a policy. 

While I naturally cannot see into the indefinite 
future, for the foreseeable future, the maximization of our 
agricultural exports appears to be in everyone's interest. 

Farm structure is not so much affected by the level 

f exports as it is by the economies of scale and operating 


efficiencies which promote the highest levels of productivit 
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in EuEn, the highest levels of productivity are 
desirable in light of the increasing worldwide demand for 
our agricultural products. No longer are we faced with the 
large surpluses of thel950's and 1960's which we had to give 
away; more and more of our exports move in commercial 
channels under our free jinternationa] commodity trading 
system. 

In this context, to seriously suggest that we 
should decrease our farm exports would invite disaster 
for our balance of payments and our economy in general. 

The harvest to be reaped from such a policy would 
be lower farm income, fewer jobs for our people, and a 
declining standard of living. For our trading partners who 
have come to rely upon us for food supplies, and for 
those emerging nations which hope to develop similar trading 
Go batons tpSawith sus, asuchsea ppolicy would (force tus sto offer 
TeESeerOmemoLe OT nothindgat, all. | 

Such a policy would contribute to global destabiliza 
iL Ol). 

Closely related to these concerns, some partici- 
pants in the dialogues asked whether our country shoulda 
rely on foreign markets at all, assuming that such markets 
are inherently unstable? 

Further, they asked, can we pursue a policy which 
effectively manages instability and avoids adversity? 
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In response to these concerns, I submit that, like 
it or not global interdependence is a fact of life. We 
have no choice but to rely on foreign markets, whatever 
their perceived inherent instability. 

I would further submit that we can actively promote 
Stability in these foreign markets through increasing our 
exports and reliance upon them. 

In addition, our policy should not be oriented 
towards "managing instability". Such a policy is 
negative and reactive by nature. Rather, our policy should 
be positive and active in orientation, actively promoting 
stability through the increased economic interdependence 
which our agricultural export trade provides. 

To pursue a policy which avoids reliance upon 
foreign markets because of potential adversities would 
amount to a retreat from our responsibilities into an 
isolationism which has been discredited by history and which 
is antithetical to our own best interest. 

I have more to say, but my time is up. Thank you. 

SECRETARY BERGLAND: Thank you. I have been read- 
eoetiLoughn your eteatay andvtawilleaske youssome, Gques— 
Eronseon Lt Later On. 

Dr. Thompson. 

DR. THOMPSON: Mr. Secretary, my comments this 


morning concern export demand in the United States. 
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In the early 1950's, the upward shift in export 
demand, monetary expansion, and the dollar devaluation 
raised internal U. S. farm and food prices. These 
farm price increases, and the associated increases in farm 
income were quickly bid into the price of farmland. The 
increase in crop prices favored most the larger farmers 
who sell the most output. 

The taxation system encouraged them to buy more land 
and, often larger, machinery, rather than paying large 
fractions of the income gains to Uncle San. 

To the extent the larger machinery was bought, 
this likely reinforced the tendency for farmers to acquire 
more land to efficiently use the larger machinery. 

The medium sized farmer appears to have been the 
most disadvantaged here. His volume of sales was smaller, 
and he was less able to take advantage of the tax breaks 
available to the largest farmers. 

Parenthetically, small farmers were less disadvantage 
since, on the average, their non-farm income exceeds that 
from the farm. 

So, a number of medium sized farms sold out to 
larger farms. In this sense, the large increases in farm 
income which accompanied the expanded exports contributed to 
the growth in average size of farm and to the reduction in 


the number of farms. 
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The greater reliance in the 1970's on exports as 
a market for U. S. crops has also brought greater price 
and income instability to American agriculture. The instab- 
ility of our export demand is principally associated with 
annual crop variability in the rest of the world, and is 
magnified by the restrictive trade policies followed by 
Many countries which protect their internal markets 
from sharing in the adjustment to any shock to the world 
system. 

When there is greater price risk, farmers tend 
to specialize less than they would otherwise would and 
as a result forego the potential cost savings from 
specialization. 

Price and income variability also cause survival 
problems for the most heavily leveraged farmers, who are 
often recent entrants. This further complicates life 
for the new entrants to farming who already have sufficient 
obstacles in their path. 

Farm price spurts due to sudden shifts in export 
demand also have an impact on the prices consumers have to 
pay for food and livestock producers have to pay for feed. 
When validated by monetary expansion, such price rises 
contribute to general inflation. 

sO, sche greater prite risk associated with our 


larger reliance on the export market has made it 
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Pau~elicularly important that.our farm policy be capable 
of smoothing out the price gyrations in the domestic market. 

Infhation is one of the principal problems of 
U. S. agriculture today. Land is an excellent hedge 
against inflation and when the general price level is rising 
Bomeast asSeiltelsatoday,etnispbrings a new,class_of_ competitor 
with farmers into the land market. 

Their demand for land as a hedge against inflation 
bids up the price even faster than it would otherwise be 
rising. This makes it even more difficult for new entrants 
to get into farming and causes land prices to rise well 
above levels which can be sustained by returns. in 
agricultural production alone. 

Medium sized farmers ime particularly tend to get 
squeezed out of agriculture. Absentee landlords, who hold 
the land principally as a hedge against inflation, tend to 
gain in such times. 

While it iis not clear that this.tendency has, pro- 
ceeded far in the U. S. to date, experience from a number 
of other countries which have experienced rapid inflation 
shows that we should not be surprised to find more of this 
soon here. 

The larger farm exports are now extremely important 
to our balance of payments and the strength of the dollar, 


so it is imperative that we maintain and expand exports 
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from this sector in which we have competitive strength. 

This means that it is important that we exploit 
any available economies of scale to minimize UNLtCeCcOSt of 
production to maintain our competitive position. 

However, the available empirical evidence suggests 
that in agriculture, after reaching a moderate size, no 
further unit cost gains are available from further expanding 
CoemolzZe Ole tars. 

However, technological change has continually 
increased the size of farm at which minimum unit cost is 
reached. From any given technology, the only economic 
argument for larger farms is if, due to narrow margins, a 
larger number of acres are required in order to provide the 
farmer with a net income comparable to that in the nonfarm 
SeCccOr. 

Finally, with respect to proposals that we 
Resthict Exports OL Grains and/or oO1lseeds in order’ to 
augment the price we receive in the export market, the 
burden of evidence goes strongly against the likelihood of 
fonG-run Success. 

It is likely that short run gains could be obtained 
as long as U. S. producers were willing to cut back their 
production. However, the higher world market prices would 
stimulate expansion in production in higher cost countries 


which are less well endowed with agricultural resources 
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than we are. 


The net result would be a loss of some fraction of 
our export markets over the longer run. The same basic 
arguments apply in the case of a grain exporters' cartel, 
which has been suggested by some observers, following OPEC's 
successes. The United States would be better served over 
the longer run by promoting freer, rather than more 
restrictive, international agricultural trade. 

SECRETARY BERGLAND: Thank you very much, Dr. 
Thompson. And, now to John Wallace. 

MR. WALLACE: Thank you. I am an egg producer 
from St. Petersburg, Florida. My testimony is given on 
behalf of the United Egg Producers, a national marketing 
cooperative. 

Today, I would like to discuss the question of the 
broadened constituency of USDA, including consumers and 
others, the effect of that broadening on nutrition programs 
and, most important to me, its impact on egg producers. 

There has beeen, and should be, certain expansion 
of the USDA constituency. The general needs, safety and 
economic well-being of the consumer must be constantly 
considered. The consumer requires and demands an adequate, 
economical and safe food supply. 

Our egg industry has long worked closely with the 


inspection service to secure the safety and quality of our 
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product. With research support, our producers have achieved 
remarkable levels of production efficiency. \Thessellaing 
Price fol tew,witeany.other, agricultural products has 
resisted the effects of inflation so well as poultry and 
eggs. Through enabling legislation and with the cooperation 
of USDA, the egg industry funds the American Egg Board, 
spending annually $6 million to Support research, develop 
exports and bring to consumers information regarding the 
nutritional value, versatility and economy of eggs. 

It iS most appropriate for USDA to help interpret 
the needs of consumers to agriculture. Ceérntbainl yeti s 
Mesitable tor USDA toeaid «in maintaining open communication 
and understanding between farmers and consumers. 

However, USDA must remember that its principal 
constitutency, its number one responsibility, is to repre- 
sent the farmers. 

There is no other agency of Government specifically 
charged to do so, whereas many parts of the Government 
logically, have concerns for the well-being of consumers. 
Farmers make up only four percent of the U. S. population. 
Our political power has lessened. 

Nevertheless, our importance to the vitality of 
the nation is undiminished. We are the sole source of food 
as well as much critically needed export income. 


Farmers deserve from USDA its strong support and 
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unequivocal advocacy in Government, recognizing that 
advocacy must always be consonant with the public interest. 

Today we are concerned that USDA is, in some 
respects, overlooking its constituency of farmers, specifically 
animal protein producers, in its eagerness to serve 
consumers. 

Ieetrerenmingsparticularly eto the publication 
by USDA and HEW entitled "Nutrition and Your Health: 

Dietary Guidelines for Americans." 

Our industry does recognize the need for dietary 
guidance and factual nutritional information on which 
consumers may base their food choices, but the Guidelines' 
recommendations have gone beyond the point justifiable by 
research. The Guidelines acuenienet for damage to animal 
protein producers is tremendous. 

Guideline Number Three states: "Avoid too much 
fat, saturated fat, and cholesterol." The text admits that: 
"There is controversy about what recommendations are 
appropriate for healthy Americans", yet in the next sentence 
jeestates: =) But itor thes UsiS a spopulation as a whole, 
reduction in our current intake of total fat, saturated fat 
and total cholesterol is sensible". 

id tiem cour sOpinion, vis not .consistent with public 
interest. Our position is supported by Dr. Philip White, 


head of the American Medical Association Committee on Food 
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and Nutrition. 

When the Guidelines were released, Dr. White noted 
that they "imply that all people now eat in the same way 
enoewould| Denelit from a reduction in fat, or sugar, or, sait. 
The whole population should not be treated as if it were at 
MicteOretal.inc prey to diet-related diseases." 

Although we agree with and appreciate the 
Guidelines' statement that eggs "contain many essential 
vitamins and minerals as well as protein", we object 
viorously to the recommendation to "moderate" the use of 
eggs. It is imprecise and does not have scientific validity. 

We feel that Recommendation Number Three should 
be modified, given the present lack of clear consensus on 
the diet/heart/cholesterol controversy. 

Beyond the consumer impact of the Guidelines booklet 
itself, we see these recommendations as forming the basis 
for vast changes in other USDA nutrition programs, commodity 
purchase programs and feeding programs. 

USDA appears to be making a conscious attempt to 
alter the structure of American agriculture by discouraging 
consumption of certain commodities. The Dietary Guidelines 
are being used as the vehicle for this ill-conceived policy 
‘and the egg industry is already feeling the effects of their 
implementation. 


Citing "Administrative reasons", USDA has proposed 
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a reduction in the monthly WIC egg allotment from two and 
Siemoe Lecostworaozen this proposal is in direct conflict 


with the stated purpose of the WIC program, which is to 


supplement the diets of the economically disadvantaged target 


audience by supplying recipients with foods containing spe- 
Sree ecenurrients:. 

With the exception of Viamin C, eggs provide all 
the key nutrients, so clearly there can be no nutritional 
reason for the proposed reduction. 

I seem my time is running short here. I would 
like to. conclude by saying that we suggest that USDA's 
officials review the stated goals of their feeding and 
nutrition program before they continue. 

I question whether USDA's attitude is sufficiently 
responsive to us, and Mr. Secretary, I wonder whether your 
Department has given consideration to the consequences of 
Los actos. 

We feel it is premature and unjust to attempt to 
make critical changes in the type of agricultural production 
that has resulted in a generally healthy and well-fed 
population. | 

Thank you very much. 

SECRETARY BERGLAND: Thank you very much, and 


Bie piv enOW gai. ot LO. 


MR. STROH: Thank you, Mr. Secretary and good morning. 
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There are a number of issues confronting agriculture 
in the designated areas which we have been discussing today. 
I would like to address them as President of the National 
Trade Association for the fresh fruit and vegetable industry. 
In order to comply with the five minute limit on prepared 
Presencation, 1 shall, however, SCVELELYELeSt i creamy 
comments. 

I would like to emphasize and reiterate that 
agriculture today is not a thing apart; it is much more than 
BiGeprocess Of producing food and fiber. 

Agriculture must also merge productively with the 
complex system scheiveisy OE been developed to market its produce 
Our views are focused on marketing, the key to a healthy 
agriculture economy. Admittedly, American agricultural 
marketing is not without flaw, but it is the most successful 
Higsciesiistory of mankind . 

On balance, agriculture is no more nor less affected 
by infdation than any other sector. Neither is it alone 
in suffering cash flow problems; accordingly, it must be 
aware of its inevitable place in the community of inflation- 
affected sectors of our economy. 

PneOLdey mtOeCeaiswith Initiation, agriculture in aid 
its ramifications must be willing and able to work in 
effective cooperation, with all other sectors in contending 


with and eventually solving its problems. And, as agriculture 
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itself truly understands its critical interdependence 

with other sectors, so must the government complex with which 
it deals, beginning with the United States Department of 
Foriculcure .tselt. 

To deal with inflation effectively, for example, 
consider the transportation system serving agriculture. As 
transportation is energy dependent, so is agriculture's 
marketing system. A sound transportation system is absolutel 
necessary to the delivery of the produce of agriculture. 

The very integrity of the agricultural structure 
itself depends on its transportation Support; let there be 
no mistake about it. 

Conisder, too, the matter of size. Inflation in 
agriculture or in any other sector is not related to the size 
of a farming operation, or of its suppliers, or of any 
Peererconnonent of our structure, with the possible exception 
of Government. But others will deal with this subject 
more thoroughly, I am sure. Much more thoroughly. 

The distinguishing features of American agriculture 
are not necessarily the marveloous developments of science 
and the hard work of its farmers in producing an ever-greater 
abundance, astonishing as these may be, but in its delivery 
or distribution system. 

Consumers must understand this phenomenon of 


American agriculture, as seen in the fresh fruit and vegetabl 
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industry as only one example. As American consumers travel 
about the world, surely they must observe the damning 
evidence of poor or non-existent distribution systems. 

There should be no questions about the efficiency 
SrmeciewAmMerican Syscem Of rood distribution. -Lt 1s no 
accident that we deliver more and better foods to more 
people at meaningfully lower prices than any other major 
Tetion. 

Direct farmer to consumer marketing and its 
effectiveness, or lack of it, is demonstrated in one after 
another of the world's developing nations. 

Instead of pouring more and more consumer tax 
dollars down the drain of alleged "direct marketing" we 
should look instead to detecting and repairing the flaws 
in a proven distribution system. Without intelligent 
appreciation and support, that system conceivably may not 
survive. 

The people of the United States now 225 millions 
strong, feed and clothe themselves and millions of others 
throughout the world, even in these inflationary times. 

Out nation has a range of climate from semi-frigid 


to semi-tropical, with agriculture production scheduled 


accordingly. It is a nation where many of the most efficient 


agricultural producing areas inevitably are removed by 


thousands of miles from the most concentrated markets. 
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And, in such a nation, how can the role of the so-called 
"direct farmer-to-consumer marketing" be accorded more than 
the limited importance it deserves? 

The fact is that from the equally important view- 
points of agricultural sector cost-effectiveness on the one 
hand, and the satisfaction of consumer wants and desires 
on the other, the existing system of delivery of agricultural 
produce is the most direct possible. 

It is an unequalled assembly of talent and exper- 
ience, a combination of human and material assets which 
deserves a better understanding by consumers and their 
government than has been apparent recently. 

As one example, the fresh fruit and vegetable 
industry continues to supply essential, nutritious foods 
at realistic, reasonable prices, 52 week of the year. 

It cannot be a part-time operation so why not return to 

a reasonable, realistic level of support of on-going industry 
market research aimed at further improving food distribution? 
The fantastic strides in productivity in agriculture and 

food distribution in the post-World War II years were no 
accident. 

Time does not permit a further exposition of other 
consumer related issues and such topics as international 
trade. There is no reason why USDA cannot adequately 


represent the interests of consumers in the food and 
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agriculture system, as well as those of farmers. 

Why should not the USDA be a center for nutrition 
research and education, if food production and distribution 
are its primary business? 

With respect to international trade, let America 
expand its agricultural exports as much as possible. On 
balance, the net effect on American consumers can only be 
Salutary. 

Essentially, there is nothing wrong with American 
agriculture and its distribution system in an inflationary 
or any other kind of economy that intelligent attention and 
application cannot cure. Our well being as individuals 
and as a nation depends on keeping agriculture and its dis- 
tribution system the very best, a model for the world. 

SECRETARY BERGLAND. Thank you very much, Mr. 

Stroh. This segment will continue on to 10:25 or so. 
I have about one question for each of you ate I will keep 
my questions short, and if you can keep the answers short 
we can get through everything that J. B. Penn and I would 
ta kestoubring up this morning. 

First, Dr. Johnson, what in your judgment does 
land inflation, and conversly, land deflation -- how does 
it impact on farm structure? What is going on out there. 

Wemknowewhat tang inflation 1S, Of course. It is 


15 percent a year, but what is this doing? 


Acme Reporting Company 


(202) 628-4888 


foesK?- 2O 2a e j as wSeys. sww3aigs 
- cy On ws S és’ ty 
? ’ ; jms. = J2s5286 
MA*LI0 s2k 
; ; q Po 
G ~ ; OP) ae 
i 
= sf. jasiedl 
etuise 
ao 2 i> 
= a ZenIo0 Ys 
r j s5 OL 
é : [ ; i sa 8 Se 
, 2 1S 2 aorsads 
esi ¥ ig 7% : t2 
a = ae i | ‘ t= “3 aan 
: : 32 z 5 e 
‘ b ni ; 9 z > 20 ‘een 
bid iL 1497 ..& a eee rye fps t Joy “65 
. ten 
ittom @in3 gy paisd ca eokme 
OD Jrempooe twwey al 2afw .aeeorict 7<C .~32227% 


8800 Wor -> soicsifeb Beat ,vivgevacs bra nolse lak beam 
: ? o, a i ~? . : 
22082 275 mm ontop gi tanhW forwsorrs @ Wios fe sorter! 


— 
: 7 


| at 31. .eer1woo, 70 »es aotteliqk baal seny wood 9t) : 


Feetos 2ejig eh ssdw sud tay £ cnioal 
; Ga 


~~ 


Lr 


* 343 

DReROOnNSON: sVell,) 2 am not really an ~expert. on 
Mia cett ei cecoing to the structure. ©The point I want to 
Prongeoulte cor course was, there ls a part of the=landvinrla— 
tion that is due to forces completely outside -- that is, 
what Feldstein has done -- everybody knows that capital 
gains and income are treated differently by the tax laws. 

What happens in an inflationary period: is thet 
land becomes like gold, so that people will bid up the 
price of land just as they have gold, much above the general 
level of prices simply to take advantage of the capital 
gains. 

SFCRETARY BERGLAND: It is a self-fulfilling 
prophecy. 

DRe I OHNSON? True. 

SECRETARY BERGLAND: What if policies were changed 
in such a way as to introduce system which would develop 
aA value more in mind with what its worth as a producer of 
income? What effect would this have on structure? 

In other words, knockthe inflationary steam out of 
the land business? 

DEO SIOHNSON: = > am sure, 12 we hold intlation,;™ then 
prices of assets, including land, Will come back into line 
and institutions will adjust, but we will still have the 
discrepancy between capital gains and income tax, but you 
get the extra eae eet at inflation causes out of the 
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picture, and then presumably the land will -- as other 
assets attract it. 

SECRETARY BERGLAND: Land value will be brought 
back more in line. If they were brought back more in line, 
who,would that hurt-most? 

DR J OHUNSONs lecan tereally =-71 donsyt. know who 
memWwouLOBNUri, es andewho. .t wouLd help. 

SECRETARY BERGLAND: You had better think about that 
We don't need answers today, of course. Answers will be 
needed next year when Congress writes the laws. 

Ms. Rosenbluth, does it matter how many farms 
we have in the United States really? 

Please don't misunderstand me. I am probing. 
What does it matter whether we have 2.7 million or 200,000? 

MS. ROSENBLUTH: I think we have seen in other 
areas of the economy when just a few control a very essential 
commodity, that the larger consumers have less control over 
fneapLcices. 

I think if there are more farmers, that much of 
the economics of the capitalistic system will enable more 
competitive market systems, which is only one of the many 
reasons. 

I think in terms of regional distribution, which 
right now our culture depends greatly on transporation, 
as energy cost ayeences if we just have a few farms isolated 
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an. particular areas, we Will have to continue to depend on 
transporation. 

Larger numbers of farms create a possibility for 
regional distribution, and then we have the studies that 
have come out from USDA, the difference inthe world community 
between when you have a few number of farms and a large 
number of farms. That the other sources of services are 
greatly improved to the community at large, when there 
are an increased number of farms inthe area. 

SECRETARY BERGLAND: Mr. Hauck, in your testimony, 
part of.which you did not read, you recommended that market 
development actitivites be focused primarily -- not primarily 
but be focused on developing countries, and then you cited 
the socialist or centrally planned economies in particular. 

We are really interested particularly in the 
‘developing country economic assistance. What can we do in 
these areas? 

I know the Japanese and the Western Europeans are 
Going to take care of themselves. There isn't any doubt 
about that. What about two-thirds of the world where incomes 
are low and where potential demand is the greatest? 

What can we do? 

MR. HAUCK: Well, we have given a lot of thought 
to that lately, and particularly with the cessation of trade 
of products to the seer) Union. We explored some options. 


Acme Reporting Company 


(202) 628-4888 


id > wre ‘aL evar evleansni¢cg tc pres sXkazx oF ca lop 


2 <5 ‘| suscsv "~~ ast) Bo oyt 7 77oLs 3a0W . ery sod 
esis@in edd Ef OnameG Ltitradgoq exedw bus. wool ae 

oh ae me sarill 

ripaowmse To séf a deavin/evad aw ,iiew PXHOUAR aM 
shat? 0 ncolgdees> sft deiv vyiveiuctssac ona , viewer tnt: 


a : 7 


s2noL Gs ssoa hercique oW .gole s¢lvod ade oe eseet 
d 


Pecguessechatabrought anto@focus forius that 

countries, like, for instance, Egypt, the People's Republic 
£f China, and I have to speak parochially here, represent 
potential markets and a lot of the energies and efforts 
that were being expended, and continue to be expended in 
some varying degrees in traditional stabilized markets 
such as Japan and Western Europe, maybe those resources -- 
maybe some of those resoures could be directed in other 
areas. 

Now, what are the options? Well, there is P.L. 480, 
of course, in some extreme cases which has served agriculture 
well as well as assisting many countries of the world in 
the past. 

Credits, guarantees, assurances, we think the 
American trade in industry, the export trade, will move into 
those markets if they have reasonable assurances of support 
from the Government. 

If credits are made available, whatever kind, 
there is a whole variety of different kinds of credits that 
can be made available to developing countries. 

SECRETARY BERGLAND: What about helping them build 
an intrastructure? Do you think this is a thing we can do 
more of? 

MR. HAUCK: Intrastructure, in what sense? 


SECRETARY BERGLAND: Within the developing country. 
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MR. HAUCK: You mean processing plants and exporting 
soybeans, et cetera? 

In most of those cases where those have been set 
Penton, ere ececretary,, ..think a careful analyses shows, -- 
Let's just take an oilseed complex, a processing plant. 
There may be a great demand for the oil there, but the 
intrastructure is missing for economics, or whatever reason. 
Traditional taste, culture, foods that have been used 
without a viable industry. 

iteecmiikeshnauling coal back and forth across the 
ocean, and economically it is just not -- there are just 
not economically viable alternatives. 

Those have been suggested before. Most of the 
developing countries, the shortage today is in oil and the 


new vegetable proteins derived from soybeans as well as 


other vegetable proteins. That is probably of more interest 


to many of the developing countries -- the soybean meal 
market. 

SECRETARY BERGLAND: I have some more questions. 
If we have time I will be coming back to you. 

Mr. Thompson. On the last line I am reading of 
your testimony you say: The United States would be better 
served over the longer haul by promoting freer, rather 
than restrictive, international agricultural trade". 


It is generally believed that the food requirements 
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Byetne worlta will probably double in the next 40 to 50 years. 
There is no way that the United States is going to 
satisfy more than a fraction of that increased demand. Most 
of the increase will probably have to come in the developing 
countries in production of indigenous crops. 

What does freer trade mean for them? What does it 
mean for the world's food requirements in the longer run? 

DR. THOMPSON. Okay. For the developing countries, 
first, freer trade means to export -- continuing on with 
Mr. Hauck's comments before -- I think that developing 
countries can be an extremely important potential market 
for certain products in which we have an advantage, but the 
only way they are going to have the wherewithall to pay 
for that is to export something eS order to have the where- 
Wea lee COs OU yer. 

Okey esOme Lect strade means 2Or them the abi licy eto 
export some of the products in which they do have a compara- 
tive advantage, but -- and that helps our exports at the 
same time. 

With respect -- I lost the chain of thought on the 
rest of your question. 

SECRETARY BERGLAND: Well, I am trying to figure 
out what freer trade means in terms of meeting global food 
requirements. The United States is not going to satisfy that 


demand entirely, we can do that only in part. 
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DReeeLBOMPSON: = Clearly —— 

SECRETARY BERGLAND: Some will argue that freer 
trade inhibits and stifles expansion and investment in some 
SCcre ites mectit a) tesa tunnel, Vision. 

DR CHOMPSONsme lt asenice to have protection 16 
you want to expand an industry. The biggest reason I have 
argued that freer trade can benefit the whole world trading 
system is that if you only have a small fraction of the 
trading countries in the world, we find out that those few 
countries such as the United States, which have an open 
trading economy end up doing all the adjusting for the 
whole world. So, it is in this sense that I feel we, in 
the United States, have a tremendous vested interest in 
trade, because there is more to share and we won't be on 
the whip-end with these price adjustments. 

Coming back to the role of freer trade in terms of 
He tmingeto solve the world's -- or helping feed the world, 
sure we can't meet more than a fraction of the demand, but 
it does permit when there are crop failures in different 
parts of the world -- and we know certain parts of the world 
have seers weather risks than we do, and they are going 


to have crop failures occasionally -- there is a capacity 


for the full world trading system to share in the adjustments 


imnexesponse to thos crop failures. 


It does permit those countries which have the 
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350 
Capacity to increase exports, such as the United States, 
to meet some of the demand. No country is going to be -- 
permit total reliance on imports to feed their population. 
Policy makers all around the world, they like their jobs 
too well to be put into the position for the country's 
future to be jeopardized by potential cartel being exploited. 

They worry about they might be exploited by the 
few food exporters in the future. I think freer trade 
with less price -- would eliminate some of their fears. 

SECRETARY BERGLAND: fr. Wallace, one of my 
frustrations in this job, while I was in Congress, was a 
belief that public policymaking in agriculture was largely 
a reactive process. 

A problem would develop and the tendency was to 
put On a patch, and this sort of characterized agricultural 
policymaking for as long back as we can remember. 

We believe that is simply not good enough for 
Government. We need to try to get ahead of the process 
for a change. 

We do have a market economy which we think works 
exceedingly weli, and it is our belief that consumers and 
producers need to understand each other. Producers need 
to know what is going to happen on the consumer side, and 
can adjust accordingly. 


The Government's role then is to sort of serve as 
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a reteree ana find out what the truth is, if we can. 

That means we need, in many cases, a better scientific 
Base upon which «to base policy. That is the essence of your 
argument, I think. Mainly, that we have made pronouncements 
without having good scientific information. 

I think that unfortunately has been true for as 
long as I can remember. We intend to build a food policy 
on the basis of nutritional needs and requirements and 
build a farm program to accomodate this dynamic world, and 
that is, of course, easier said than done, because we have 
to change basic values. 

Question. How do you think we should go about 
getting the so-called truth about the linkage between our 
diet and our health and our attitude? We know that there 
is a correlation. What do we do, and how do we handle it? 

MR. WALLACE: I guess I would like to see USDA 
in its nutrition and dietary recommendation programs, make 
rather broad general recommendations, such as the ELGSt 
two in Nutrition and Your Health, the dietary guidelines 
booklet. 

Eat a variety of foods, maintain ideal weights, and 
then leave to the consumers the freedom of choice, to theizr 
own food selection, and if they make their choices and 
the demand is there, I am sure we as producers will ube 


responsive to the consumer demands. 
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SECRETARY BERGLAND: What about those 50 million 
or so consumers in the United States who cannot afford a 
doctor's examination? 

I am on a diet, for example, a carefully controlled 
diet, and there are about 50 million people in the country 
that don't have my income. They don't have enough income 
Pomat ford, asaqoctor sy examination. 

Do we have any obligation to them? 

MR. WALLACE: I think certainly general recommenda- 
Bionsstor good nutrition are an obligation to them, but 
nevertheless it may be dangerous without knowing their 
particular health condition to make specific recommendations. 

SECRETARY BERGLAND: I happen to think a diet 
ought to be tailor-made to ones rate of metabolism, and 
general physical and emotional well-being. 

Bice iateloranme Ccalict CeVvolle we tne tnem red 
world there are just too many who can't afford this, and 
we are trying to figure out how to deal with that side of 
the economy too. 

Well, we will have to move on to Mr. Stroh. I happe 
to believe that your general assessment of the marketing 
structure in the United States is a correct one. 

I too have traveled the world over, and we tend 
Pomtake a ulot of things for granted. What effect do you 


think the rising cost of energy is going to have on the 
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structure? 

MR. STROH: Well, Mr. Secretary, there is not ques- 
tion that the rising cost of energy is going to have a 
tremendous effect, and just where it shows up specifically 
I think isa problem that we are all concerned about. 

Does it show up as a direct pass-through to the 
consumers' dinnertable? Is some of that dumped off in the 
various steps along the way? 

I think that is a tremendous problem, but I think 
there are ways of solving some of these problems, and one 
of the areas that our association has just undertaken, and 
has been working on in a low-key fashion for a number of 
Vears, lS unltazation and productivity. 

Truly, in our industry, our perishables are shipped 
in over 500 cartons of one kind of another. We are attempting 
to reduce that to some economical numbers. We are using 
SmEOnNUa.OLea magic Six. 

In other words, six cartons that we can begin 
testing with. We have begun this testing program within the 
association, and hopefully we can look to the U. S. Depart- 
ment Of Agriculture for some support in that kind of a 
project, because that is a realistic thought that will 
reduce the use of energy within and without our industry, 
ATIC eae CUT reflect ultimately some direct cost 


Savings to the nation's dinner table. 
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Scie tmls tneaking Of,a project that I.think we 
can take on, from our point of view, and hopefully seek 
the assistance of the Department too. 

SECRETARY BERGLAND: Do you think California 
vecetable producers will be competitive on the East Coast? 
Do you think they can remain competitive in the East Coast 
market, or are we likely to see rising production of 
vegetables on the East Coast to satisfy the demand? 

Mee oO TeOu Well, 2 think. tne crystalsbally7 sof 
Socom omarotttrCcuLte ching tO dauge at any .cime.e.) think, 
as I mentioned in our testimony here this morning, the 
United States is affected by semi-tropical to semi-blizzard 
climatic conditions, and certainly there is a strong case 
for a competitive California eos 

Our Florida markets will continue to play an 
Pmoonterterole,. but. yousnnow, the buyer, #the buyer of iresh 
produce in Amherst, Massachusets can't grow his commodity, 
can't grow commodities up there 12 months a year. 

In California, our commodities can be grown 12 
months a year, and on that basis, certainly they are going 
to continue to be competitive in California. 

SECRETARY BERGLAND: What about the three months 
a year that they can grow produce in Amerst, Mass? Is that 
Pike ove cOomcoOre =e tO sl. feo, 


Mero CRON ee (Loink, 1c does. 91 think it plays an 
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important role now in our marketing system. 

The California producer, the Florida producer, 
recognizes this, and the free market economy reflects that. 
Presh fruits and vegetables, I think this is one of the 
things that our industry sometimes get maligned, we will come 
along to the scarce times of the year, and the public press 
reports the high price of fresh fruits and vegetables, but 
darn it, they don't report the extremely low prices when 
we hit June, July BS Pu 

So, yes, there is a place for both sides, for the 
Amherst farmer as well as the California, Florida and Texas 
and all other areas of agriculture production. 

SECRETARY BERGLAND: Thank you very much. 

Myre Penns 

MR. PENN: I have a few questions. The first is 
for Paul Johnson. 

Paul, I understand from your paper that you are 
saying the only way to control invari On @eSinceul uss sOouce 
side the traditional monetary policy -- and then the main 
impact of inflation is on agriculture and on the structure 
of agriculture, is as that inflation gets reflected in land 
values, the main way to influence of the Structural simpaccs 
of inflation is through tax policies. 

That is also outside the realm of agriculture; is 


that in essence what you are saying? 
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DR. JOHNSON: That is, in essence, what I am saying. 
Perce OLeyUSte land prices. =. think that inflation probably 
does have impact on ther real prices. I don't think it is 
very large, and surely, other things impact on inflation, 
Puteultamacely lutlatton its monetary and “tax policy, monetary 
policy are outside the Ag sector and Ag legislation simply 
has little to say in the adjustment. 

Don't mimimize the adjustment problem, it is severe, 
PULwLUmLSMOULSIOeC the control of the Ag Sector, I> think. 

MR. PENN: Ms. Rosenbluth, you mentioned in your 
statement -- the part you didn't get to read, you had a bit 
more detail on the Family Farm Development Act. 

I have actually had a look Ate clidt. eriiate Ceci 
wondering is, what would the Family Farm Development Act 
do to alter the forces that are now causing farm structure 
to develop in the way it is developing? What would it do 
to change the situation that now exists? 

MS. ROSENBLUTH: It would do a number of things. 

It would reorient much of the research that goes on now 
in the land grant college system and in the educational 
programs, to also look at small and moderate family farms 
and to look at appropriate technology and environmentally 
Sound Loris Of agriculture. 

It would offer revolving loans to communities, so 


that new farmers would be able to help receive access to 


Acme Reporting Company 


(202) 628-4888 


i 12 is Hiazv70 sis Ve 
i 
sii : ai Yee oF ais3is 
PISyS2 [ac Suite a miming 4 Z 
+I too ene sbieswo 24 
| 
~ p, err 2 ad FV”? i 


eee BMLBLVES WC wis. 2813 agoroe® sit tazis 6g 


Sb 2 Ge Todiqeisve® ai 3t yaw eft al coleves 
= Md } °¢ . 4 f 
aii : 6 aosteusi2-ed3 spnsa 
U \ 
CG. Thame 6 OF wsigow 3st sOSUUEHMEBSOR . 2a 


WO MD Bo +7 WI6esst e775 dows -tneizoe: Blow 


SU0@PhiUoe Sho mi Odes maseye apellod. snetp East ads 


amnis’ vilfius3 Ssa2Sbor BAA f A Ja “ool oels o7 , Bs 
Wisaremortyne ba ypolonmecs soe) sqorgis. 26 Aool of & 


ard abetae to enzo? 
Of ,28t2iaummoo cz ziart sal loves z9tle Biuow ate 


‘ 


Pirssevws aviensx- Geen oF aids ou Blume w are + 


4 
a 


Bi a 


- 35- 
farmland. It would make credit available to farmers, 
particularly for such areas where they have a quite a_lot 
Seen Cultye ls Obtaining ~.1n, converting, to organic 
agriculture in appropriate technology. 

It would create marketing programs, particularly 
direct marketing programs, which, I think, would help that 
Amherst farmer tremendously that you were talking about 
before. 

It would expand the authority of some of the other 
present marketing programs, and would provide legal services. 

I mentioned also, in order to take advantage of 
many of the laws farmers need to at times be kept more 
informed. There are farm operation problems and ownership 
problems where legal services are often required. 


It would also set up a new price review board. 


Onenolethe aceas © didn ty mention, which I wanted to, is 


to say, absolutely see the importance of Federal policies 
in set-in price policies, and at this moment our Coalition 
is conducting our own dialogue. 

We are interviewing our members, and we are working 
through our system of local organizers to bring farmers and 
consumers together to understand the importance of 
agricultural policies, and how it impacts upon not just the 


farmer. 


MR. PENN: Do you think, even with all of these thi 
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you have mentioned that that would be enough to offset the 
forces that are already operating, that cause land prices 
to increase, that cause farms to grow in size? 

MS. ROSENBLUTH: I think it would make a tremendous 
difference in at least removing the bias of our present 
laws today. 

One section I did not mention which I just realized 
is the tax section. Whether we can consider it agricultural 
law, or a law that impacts agricultural policies, the changes 
in terms of our system of accounting, in terms of capital 
gains, would make a tremendous impact upon the structure 
of agriculture and I don't think there is any one answer 
per se, but I think the Family Farm Development Act would 
definitely eliminate the present-day bias and put us on the 
Prcieeroad 

MR. PENN? Okay, thankyou. 

I want to ask Bob Thompson a question. I see a 
dilemma here in terms of structure, and how you affect it. 
You indicated in the paper, that instability, instability in 
the markets that comes about from foreign sources, whatever, 
Causes greater diversity in farms, causes greater diversity 
of enterprises on individual farms, and also probably slows 
our -- or causes farms not to grow as large, removes some 


Of the incentives. 


Then, at the same time, one of the objectives of 
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policy is to stabilize those markets, to try to make the 
domestic markets as stable from those forces if possible. 

Yet, it is this stability that we have had over 
several decades that has been one of the main reasons for 
the kind of structure we have for growth in farms, scor ethe 
expansion, especially for specialization. 

Do you see a real dilemma there to the extent that 
policy is assessable in stabilizing; is that not going to 
perpetuate .the structure? 

DR. THOMPSON: I think what you say is right. I£ 
things continue the way they are, if we have large exports, 
I think if there is a real interest in controlling the 
growth of farms or reducing the rate of growth of farm size, 
Ries egoing to takecother changes suchas win Gtbaxationsepolicy, 
and so on, to remove some of the other stimuli, and certainly 
the stability and the increasing incomes from exports will 
contribute. 

MR. PENN: So the message there is, if you want to 
achieve several objectives at once, that you have to Look 
at all of these things in concert. 

len anj mey.OU slaver COmlOoGmeat tax froOlicy ;astabilizatio 
policies and all of those things at once? 

DR. THOMPSON: That's right,-because each of those 
things are impinging on the agricultural structure. 


SECRETARY BERGLAND: Will the gentleman yield? 
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Dr. Thompson, if producing food and maintaining 
continuous supply at high quality at a reasonable price is 
eHemuoaleOor agricultural policymaking in- the United States, 
what difference does it make whether we have a tend toward 
large scale farming or we do not? 

It is generally acknowledged that subsidies tend 
to flow to the biggest farms the most, and to the small 
Parms not at all. So, "our policy, although unwritten and 
unspoken, admittedly contributes substantially toward this 
trend. 

Do you think that is unsound? 

DR. THOMPSON: I think one has to make the 
decision after one reaches the minimum unit cost on value, 
on a system of values, whether a not we value a large 
farm, a large number of people having the Sasa Ges to 
SomeLnue ta larm: 

As an economist, I don't think I have any advantage 
Pomsaying wietner it 1S-gqood or bad. I can-only “say that 
it is good to encourage growth from the economic standpoint. 

You want to encourage growth in size up to the 
minimum Unit cost. Atter that there Is no additional 
PUstericat Lon. 

MR. PENN: I have one final ‘question for Mr. 
Wallace. Something that wasn't mentioned in your statement. 


From time to time we hear concerns about the markets 
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for eggs, about the pricing of eggs, and those concerns 
generally relate to the fact that a very small quanitity 
of eggs are traded in the traditional, open, competitive 
market and the price is somehow set other than that. 

I was just wondering if you had any concerns 
about that as a producer. Concerns related to structure 
that might relate to access to markets by individual pro- 
ducers or the kind of marketing system that now exists might 
favor one producer over another? Do you have any concerns? 

MR. WALLACE: I do have a lot of concern about the 
price discovery system, which then results in pricing of 
eggs to the ultimate market. 

imdoMmutethinkethateatetavors one size of producer 
over another, but I do have concern about the system. 

We do have a trading organization called "Egg 
Clearing House, Incorporated", which although it doesn't 
trade as much volume as we would like to see it trade, does 
trade a percentage of the free volume of eggs, and I guess 
S6umereal concern is, that the results of that trading on 
Egg Clearing House is not adequately, clearly and consistentl 
reflected in the market price report on which most all 
producers depend for their relationship, price relationship, 
in selling their egas to some markets. 


So, we have the system, but it is not working 


night. 
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MR. PENN: What might one do to improve the 
efficiency? 
MR. WALLACE: We are hopeful that we can find a 


way to encourage the traditional market reporter to take 


more recognition of the actual trading that is taking place 


every day on Egg Clearing House. 
MR. PENN: Are those USDA price reporters? 
MR. WALLACE: No, this is a private reporter that 


has been in business for over a hundred years, and like 


it or not we are bound by tradition pretty much to use that 


price quotation. 

MR. PENN: Thank you. 

SECRETARY BERGLAND: Thank you very much. I want 
to thank the entire panel for taking the time to come, and 
for preparing for this very important enterprise. I 
appreciate it. 

Our next panel will address the question of 
Capital, Credit and Debt in Farmincg. The panel is made up 
of Mr. Marlin D. Jackson from the American Bankers 
Association. 

Dr. Peter Barry from the University of Illinois. 

Mr. Donald Wilkinson, Governor of the Farm Credit 
Administration. 

Mr. Tom Olson, representing the Independent 


Bankers Association; and 
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Mr. Merlyn Carlson, President of the National 


Cattilement s, Association. 


We very much appreciate your coming today, 


gentlemen. The ground rules are simple. We have timekeepers 


down here asking each person, if they can, to confine their 
oral remarks to five minutes. All printed testimony will 
appear in the record as submitted. 

MregJdackson:. 

MR. JACKSON: Mr. Secretary, distinguished guests 
and fellow panelists, it is indeed an honor for me, Marlin 
Ueckson,. trom the rural community of Paragould, Arkansas 
to represent the American Bankers Association. 

The American Bankers Association is comprised 
of 13,100 commercial banks in America. That represent 90 
percent of 14,000 commercial banks. Seventy-three percent 
@fethnese banks are banks~of S25\million) or, less... Fitty- 
five percent of the banks are located in communities of 
5,000 or less. 

Consequently, I speak fromthe standpoint of an 
agricultural banker of rural background and as a farm 
citizen from one of the most rural states in America. 

I welcome the opportunity to. represent the ABA. 

I speak to address the broadeateapot ‘Capitals, Credit, 


Debt and the Government's role in these issues. 


We believe that the outlook for agriculture through 
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1980 is favorable, although subject to many uncertainties. 
We see a strong overall financial equity position, but 

we have grave concerns about the cash flow and the liquidity 
condition of many farmers. 

We see the need for numerous innovative ideas in 
the 80's to meet the capital and credit needs for farmers. 
The banking system desires, and dedicates itself, and fully 
expects to participate in the growth and reshaping of such 
an important industry. 

We believe that by appropriate focus today on 
inflation, on the role of the Government and on competitive 
equality as it relates to the flow of funds to ageLouLLure 
that a desired structure of American agriculture, that is 
“nethe best publicwanterest, 15 guite achievable. 

This can best be accomplished by getting on with 
the job. Let us not become stalled or hung up on things 
such as the definition of the "family farm". A precise 
explanation is not AVAL AD Le wenOL ol Smiter elMpOrcant anOr 
is it important as long as public farm policy focuses on 
efficiency which has, and we believe will continue gboebe 
centered around the family unit. 

The definition of a family farm is as elusive as 
the definition of a community bank. Although we do not have 
a precise guideline, we are confident that the community 
banks earer;going te eerie to be the mainstay in our 
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industry as long as we do not deny community banks an 
opportunity to serve their community and make a reasonable 
or Cit. 

We encourage you, Mr. Secretary, to chart a broad, 
long-range blueprint for agriculture. Further, we urge 
vou to establish a system for testing each policy against 
three major goals. 

One, cost benefit; two, competitive; and three, 
the inflationary impact. 

Mr. Secretary, coming from a rural community, 

I contend, sir, that the farmers of America believe in 
America. They believe in their Government; they believe 
in their ability to produce efficiently and profitably, 
but we,.sir, ane fuightened. 

We are frightened as we have never been frightened 
since the Great Depression and since World War Il. We 
are not frightened of Iran or of Afghanistan. We are 
frightened over the Government's apparent iia CeO 
come to grips with the cancerous effects of if olatlLone. 

We are frightened that it took eight to ten years 
to develop an energy policy, if, in fact, an energy policy 
has been developed. We are frightened that under the guise 
of providing funds for agriculture, that this Administration 
will shepherda Bill through the Congress called the Farm 


Credit Administration Bill that will swing the pendulum 
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decisively in favor of the cooperative farm credit system. 

The American Bankers, as purchasers of 40 percent 
of the outstanding bonded indebtedness have joined as part- 
ners with many of the entities of the farm credit system, 
are the strongest supporters of those facets of this 
legislation that will provide more money to the American 
farmer and rancher, but we are adamently opposed to those 
provision of the Bill that continue and perpetuate the 
inherent inequities that exist between the private sector 
and the quasi-Governmental sector as it exists today. 

Thank you, sir. I will be happy to respond to any 
questions to your or your associates may have. 

SECRETARY BERGLAND: Thank you, Mr. Jackson. 

Now, sDrva Barry. 

DR. BARRY: You will see, Mr. Secretary, my responses 
are in four parts in the paper, the last of which I will 
briefly summarize now. 

I will start with some current issues in farm 
credit markets may influence structural policy. 

Some concerns ee surfaced about the qreater 
instability in farm credit markets, especially for nonreal 
estate debt, instability in farm credit markets, competitive 
balance and future credit availability. 

These concerns reflect pronounced shifts in market 


shares for nonreal estate debt. 
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During the recent rapid growth of farm debt, 
especially notable are the declines in market shares and 
the combined Farmer's Home CCC share of nearly 22 percent, 
government's highest share since 1959. 

One reason for these shifts is credit availability 
in world banks, especially in states and regions. It is 
not known whether these stresses on farm credit markets 
have favored the larger farm borrower, or is it clear how 
recent changes in interest rate control laws will help 
farmers gain access to funds. 

The importance of farm credit systems, its high 
performance features are well known. It does have a dominent 
effect on farm credit markets. Its effect on national finance 
Markets are not well understood, but they are growing in 
importance and may come in for closer ‘scrutiny as effectivene 
of monetary policy and credit controls on various types of 
lenders are considered. 

Now, financing larger highly leveraged operations. 
How much leverage and how much Government? 

These issues are complex. They involve questions 
about farms size and growth capacity, sources of risk, 
attitudes about risk, inflation interest rates and credit 
programs. 

One view is that larger farms may benefit from 


Government's more active role as a risk bearer through 
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bidding advantages for land, greater financial capacity 
for growth, and greater debt servicing capacity. 

Another view is that the larger, expanding, more 
highly leveraged operations, with less reliance on nonfarm 
income become the most vulnerable to risks, and eventually 
need public assistance. 

Still another view is that public policies which 
cause real growth in farmers' income make more of their 
retumoccur as far as capital gains relative to current 
income, especially when policy benefits are bid into land 
values. Farmers' current liguidity declines due to low 
current returns and cash flow difficulties. 

Finally, any relationship between the amount of 
debt a farmer has and the level of risk assumed by the 
Government should try to account for the amount of risk 
involved and the farmer's willingness to bear risks. 

Generally farmers with more debt are less risk 
adverse, so that optimal leverage varies with farmers' 


teskeattitudes: 


So, it is better based on credit worthiness than on 


administered limits. 


There is also evidence that farmers will respond to 


reduced business risk by assuming higher financial risk and 
will respond to reduced financial risk by assuming higher 


business risks; these farmer responses offset risk-reducing 
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effects of Government programs and hamper both financial 
analysis and attainment of policy targets. 

Hignheint lationvand Nigh financial risk call for 
consideration of new farm lending practices. 

Numerous ideas have been studied and suggested for 
improved financial control by lenders and farm borrowers. 
Examples include variable amortization, partial amortization, 
graduated payments, inflation-indexed payments, debt reserves 
and loan insurance. These are not yet in the mainstream 
of financial programs available to borrowers. Moreover, 
their demands on farmers' financial management and lenders' 
financial analysis are high. 

Entry into farming. Financing methods and 
Government involvement. 

Evidence on actual entry methods is very limited, bu 
entry, indeed, is occurring. 

Entry intiially with managerial and labor respon- 
sibility, and sometimes off-farm employment, and later 
accumulation of financial interest appears to be increasing. 
Government policies that reduce lending risks indeed are 
important means of building credit worthiness for starting 
farmers, but depending on policy specifications may also 
benefit larger, established operations. 

My own inclination 1s for Government not to become 
more involved in helping new farmers enter agriculture; rathe 
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credit stabilizing needs cited earlir should help enable 
farmers to compete effectively for financial resources. 

If Government does become more involved then careful 
consideration should be given to how entry policies relate 
to structural targets, rates of exit from farming, release 
qualifications from entry assistance, and to the kind of entr 
function, managerial, labor, owner, lessor, equity supplier. 

Finally, the issue of entry into farming may be the 
place where reconsideration of sources of outside equity 
capital for the farm sector warrants renewed consideration. 

Most, 84 percent, of farm capital is financed with 
equity eee supplied mostly be farm operators and land- 
lords. Renewed efforts to channel outside equity capital int 
agriculture May have beneficial liquidity effects, ease 


entry of new managerial resources, and broaden the risk 


bearing vase of equity capital suppliers. 


Thank you very much. 

SECRETARY BERGLAND: Thank you much. Now Don 
Wilkinson. 

MR. WILKINSON: Thank you, Mr. Secretary. 

Agricultural policies for 1980's must be designed 
to contend with two powerful forces which could have a dra- 
matic effect on the structure of agriculture. 

They are the energy price increaSe and sustained 


inflation. Such policies, as far as we as lenders are 
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concerned, must also recognize that we are dealing in an 
era of great volatility in farm earnings. Government 
policied are needed, therefore, to level out some of this 
voratiiaty. 

A question we must ask is, how much risk should 
Government assume? 

It clearly has a role for major disasters, both 
natural and economic. It has a definite role where there are 
major policy actions taken for nonfarm reasons. 

Mr. Secretary, to some extent we are concerned with 
the increased protection which these Government programs 
Simply induce, by making farmers have greater use of 
financial leverage. Farmers and ranchers should be allowed 
to succeed or to fail within the protection of clearly 
defined Government policies. 

Incentives for efficiency at the farm level must 
be maintained. Government policies must not correct, must 
not bail out individual errors but deal only with major 
disasters, which I have mentioned. 

Secondly, Mr. Secretary, we raise the question as 
to whether separation of land ownership from land operation, 
from farm operation is inevitible. 

The large and increasing share of capital gains 
in total farm earnings suggest to us that this may be 


coming. Until there are some answers we truly believe that 
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Government priorities should bear hard on, number one, 
controlling inflation, and number two, insulating payment 
benefits from being capitalized into land values. 

In addition, Mr. Secretary, we would raise a 
serious question as to who should have the opportunity to 
farm? 

There will be realtively few entry opportunities. 
Government assistance programs must, therefore, balance 
intergenerational succession and new entry, farm estate 
planning and et cetera, with the opportunity for new entry. 

Thirdly, as we look at credit and the structure, 
credit is very important in facilitating changes in structure 
caused by more basic forces, which I mentioned earlier, 
as they impact on the farm, but credit insitutions are 


not the appropriate vehicle for changing the structure 


of agriculture. 


A credit institution should not impose its judgment 
on that of a borrower as he attempts to adapt to such 
forces, except when the safety of the loan is involved. 

Entrepreneurship includes the right to succeed or 
the right to fail, and sound credit may exist in an unsound 
business decision made by that borrower. 

As we look, Mr. Secretary, at Government credit 
programs, and I would emphasize the Farmers Home Administra- 


tion's program, these need to be designed, to be administered, 
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peas 
to be understood, and to be accepted as temporary devices 
for any individual borrower. 

They should provide entry opportunities for higher 
risk individuals. They should provide temporary bridges 
across the uncontrollable, natural and economic disasters. 

They should provide size Standards, both minimums 
and maximums. They should urge incentives to graduate 
from the program, and they should have limits on the -- 
limits possibly on the number of times an individual may 
use such a program. 

I refer to the Veterans Administration Loan Program. 
Guaranteed programs should also avoid counterproductive 
incentives to commercial lenders, such as ourselves. 

I mean, they should not be the dumping ground for 
our weak loans. 

Fiscal restraints in Government suggest that there 
will be more limitations on the authorizations and the 
guarantees under the Government programs. 

It is important then that priority be granted to the 
beginning and to the lower income farmer with the insurance 
and commodity programs being the appropriate effort to serve 
the farmer. 

Finally, the primary credit system for agriculture 
in whatever structure exists must be a healthy, productive 


banking industry and a healthy farm credit system. 
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Thank you, Mr. Secretary. 

SECRETARY BERGLAND: Thank you very much, Mr. 
Wilkinson. And, now to Tom Olson. 

MR. OLSON: Thank you, Mr. Sislehahefbals, on Eilcye' 
welcome this opportunity to represent the Independent Bankers 
Assocaition of America to discuss farm credit. 

This hearing comes at a time when the farm economy 
of this country is on the threshold of what Many consider to 
be comparable to the Dpression of the late 20's. 

IBAA is comprised of nearly 7400 small and medium 
sized community-owned banks. More than 80 PErcenteor our 
membership have assets under $25 million. Most of our 
Members are located in the Midwest and South. 

Consequently, they are heavily involved in rural 
development and agricultural programs. 

It is interesting to note that banks with 
assets of $25 million or less supply over half of the credit 
extended to agriculture by all of the nation's commercial 
banks. 

In addition our member banks supply a substantial | 
part of the credit for rural housing, small business develop- 
ment and consumer loans. By supplying a major share of bank 
credit to our rural communities, our member banks are making 


a considerably larger contribution to the nation's economic 


well-being than one might assume from their size characteristics 
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Commodity prices on corn, wheat, hogs and cattle are 
Beimoe low orodauction costs. The impact of the limitation 
of grain sales to the Soviet Union has certainly taken its 
toll. Raw food prices received by farmers fell five percent 
in the year ending in March. 

As the farmers in the Midwest are approaching the 
planting season, the production costs of fuel, fertilizer, 
seed, electricity for irrigation and farm supplies have 
reached an all-time high. 

This comes on the heels of the previous year ending 
in March when farm costs were up 12 percent. 

Interest rates peaked out at 20 percent, and even 
though we have experienced some minor decline in rates, 

I know of few farm or ranch operators borrowing such high 
cost funds who can survive. 

Even if rates decline, the farmers ate ranchers 
will receive little relief soon, as inventory cycles vary 
from 12 months for grain farmers to 18 months for most 
operations involved in cattle production. 

We applaud the Fed's recent actions clarifying the 
credit restraint guidelines and extending the seasonal 
borrowing privilege to small, nonmember banks. Time, however, 
Pema eCGit Ca LAC L Ol, in agricultural lending, and the Fed's 


delay is making clear to bankers that they may exceed the 
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six to nine percent limit if portfolios contain only 
agricultural and small business loans probably has been 
Gost ly. 

Discount window access for an increased number of 
banks is another well intentioned action, the impact of which 
may be smaller than hoped for. 

In an article contained in the Fall, 1979 issue of 
the Minneapolis Federal Reserve Bank's Quarterly Review, 

Fed economist Stanley Graham notes that nationally, annual 
participation in the first five years the seasonal borrowing 
privilege was in effect never exceeded 18 percent of 
eligible member banks. 

In 19748, for example, annual average borrowing 
totaled $121 million, only 17 percent of the funds available. 
Nonmember banks' participation rate in the newly announced 
"temporary seasonal credit program" can be expected to fall 
below these already low levels. 

I would like to address myself to what effect the 
economic strains facing agriculture have had on the ability 
to serve the credit needs of agriculture as well as measures 
taken to most effectively assist our customers. 

The slump in commodity prices brought on in part 
by the grain embargo has reduced sales by Parnere who, in 
turn, have elected to store the grain. 


As a result, higher carry-over of operating loans 
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has further decreased lendable funds. 

Most banks are not accepting new lines of credit, 
regardless of creditworthiness of the potential borrower. 
Banks with smaller lending limits have been forced to rely 
more heavily on the correspondent banks for Darticipation 
at normally higher rates. 

With reference to established customers, the credit 
restraint program, coupled with tight money, has prevented 
lending for capital expansion, assumption of outstanding 
debt or diversification of operations. 

Many farm borrowers have been encouraged, if not 
forced, to seek long-term financing by mortgaging their land 
or refinancing their land. 

Sources for such loans have been restricted to the 
Federal Land Bank in our area as most life insurance companies 
are not making such funds available and Farmers Home Adminis- 
tration does not have available funds for farm owernship 
loans. 

The Production Credit Associations have been quite 
aggressive in nature, and this has resulted in assistance, 
in some cases, but oftentimes in criticism by bankers. 

Some banks have elected to participate with PCAs 
on loans originated in their bank. In some cases, marginal 
loan customers have been directed to seek PCA financing, 


although many excellent bank customers have also sought PCA 
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financing because of the substantially lower interest rates 
being offered. PCAs maintain their rate advantage because 
of their tax exempt status as well as other factors. 

Most alarming is the serious deterioration of the ne 
worth of our farm and ranch customers in recent months. 

We are reguiring well organized cash flow statements as 
well as quarterly updates of inventories. 

Mr. Secretary, if the farmers and ranchers are to 
survive and meet their credit obligations, high crop and 
product prices are the only answer. 

In the interim, action must be taken to make it 
possible to serve the credit needs of agricuituberat races 
that the farmer can live with. 

Thank you. 


SECRETARY BERGLAND: Thank you very much, Mr. Olsen, 


and now Mr. Carlson. 


MR. CARLSON: Thank you, Mr. Secretary, Mr. Hjort, 
I appreciate the opportunity to appear before you today. 
I would like to suggest that agriculture, and particularly 
the livestock industry is in the worst financial condition 
in our memories. 

Agriculture is changing a great deal and will 
change a great deal in the 80's. I would like to suggest, 
historically, that agriculture has been able to cope with 


inflation either by borrowing more money or becoming more 
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efficient, and that is why we are here today, to discuss 
these areas. 

Also, I would suggest in the President's March 14th 
credit tightening speech, I think we now understand the 
rippling down effect, of how it has effected agriculture. 

It is obvious that he is looking to the private 
sector to curtain inflation, and inflation causing regula- 
tory and fiscal policies seem to be going unchecked, which 
is a severe concern of all of agriculture and it has placed 
agriculture in-a bleak, short-term outlook particularly 
because of seasonal needs at this time. 

We recognize that these short-term concerns are 
not the intent of this hearing today on the structure of 
agriculture, but these concerns will be a part of agricult- 


ure for the next few years, and that is what I would like 


to address. 


What is happening here? Historically agriculture 
has been able to borrow at a lesser rate than has other 
non-agricultural needs. As an example, about a year ago 
agriculture was able to get ten percent money, and then 
withthe 18 percent now, that is an 80 percent increase 
in the non-agriculture world. A little higher at 12 percent, 
and then going to the 18, that is a 50 percent increase. 

So, we have an adjustment factor built into our costs. 
hie 1. historic to understand, as interest goes up 
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assets go down and this is a problem to agriculture and 
real estate values. 

Agriculture is low on the preference list to the 
commercial banking industry because of the uncertainties 
that we have been talking about. Now, I think we need to 
be aware of what is happening in agriculture with the recent 
new banking laws. It is unlikely that long-term, fixed 
rate loans will be as available as they have in the past. 

Lifting of restrictions on interest rates to savers 
will raise the cost of money, and possibly more control by 
the Federal Reserve on the commercial bank system. 

So, therefore, I think we need to understand that 
we are going to have a higher cost of money into the future, 
into agriculture, and we are going to have the absence of 
fixed rate, long-term loans that we have historically had 
before and we need to face the fact that food is going to 
have to be higher. 

I further suggest that USDA should look into 
restructuring, to complement these natural happenings that 
are going to be natural in occurrence and help to cope with 
some of the out-of-agency concerns that are affecting 
agriculture and I compliment you, Mr. Berland and Mr. Hjort 
for being with us with Federal Reserve Chairman Mr. Paul 
Vockler. These are the things we need, and we compliment 


you on that, but we need help in the Interior Department, 
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FDA, EPA and with the enviornmental concerns, even within 
your Department, because we as producers go to an individual 
banker to budget our needs farthe "ext year. There is 

no way to know what those costs are going to have to be 

in terms of Governmental impact, which they can have as 

much as ten percent impact on our expense side column. 

I think we need to improve communication, representa 
tion from the private sector, producer groups, et cetera. 
Build credibility in the information programs of USDA. 

We would like to suggest that you advocate expanding 
markets in the foreign market development in those areas, 
and accept that agriculture is going to be bimodal in nature 
and we are going to have off-farm incomes into our operations 
as well as commercial farms operations, into the future. 

I think given the history we can be optimistic 
about the future, but there is a growing pessimism in the 
Government's ability to cope with the needs a agriculture, 
and we suggest the industry's needs are ahead of the 
Government's ability to cope with them. 

Pessimism due to the slowing of agriculture productive 
growth with less ability to lower costs. So, lI think in 
talking about a cheap food policy we are going to have to 
be thinking more about more realistic prices, and that food 
is going to have to be higher and, thank you, Mr. Secretary 
for the time. 
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SECRETARY BERGLAND: Thank you very much, Mr. 
Carlson. 

Now, we will go to the question and answer portion 
anomcing cOualoucell:40 OF -so. 

My banker who has always had a good deal of influenc 
on me has said recently that inflation covers up a lot of 
mismanagment. You don't need to be a very good manager to 
buy low and sell high. 

The inflationary spiral that we have carried now 
for a decade or so has simply mislead some people. They 
read market signals believing inflation would continue at 
those rates, and made business judgments accordingly, and 
some of those judgments are being tested by what has taken 
place lately. 

Mr. Jackson, will you describe for me your proposal 
to establish an inflationary impact task force, lI believe 
is the way you described it? What do you have in mind? 

I am intrigued by the idea. 

MR. JACKSON: Mr. Secretary, we recognize that 
as one member of the Cabinet of this Administration that 
you cannot possibly carry the full load of a broad-based 
realistic task force attacking the basic causes of inflation, 
but we do think that you have a unique opportunity, because 
of your position and because of your background to bring 


together a coalition of the best there is in Government, the 


Acme Reporting Company 


(202) 628-4888 


3 
x 
e 


rr ar atl 
Sm fisewe yey we? ef7. -®eiseeed YAeTRaAg 
‘ 
aa aa [#2 ts AGEPeSL o e £227 8 (OR 
, .oOs ; Gg yr Oa 17 
hele = $4 = a. 2 (5 w ~S5Re 
| \ 
a a ‘af4 ‘3¢5°007 Olas - eh se 
: 7 =; 5 it an 1 - —y * i? ; — rYiees) fle H 
| it Lowe wot 
Ji { f'yJ 3 a , 3 5 »« 
=f 
_ “> al 
7 a otT at - 2 
ets c = I 5 7 "Gs iF 
ad é aie a 2 C 3& ag 
I » caf 
eS - 
i a 
| 
| 
aes : : p sop. i : aw 
} 
< 
‘Led s9707 Asaa rmcett. “teen rtzel its 46 saeplesnsiaaae 
st svan wo ; £249 G96 Cadetsaet woe yao os 
ho phi ate wi Sere lane 
| ‘ ‘ 
. His (UBODSt OW .YoReeeoPS. .b..1SZOAL .AS 


| . Jai? .GgmecrwstatininhA af Ae tentaS-etl?. cc 2h eno: 
ty Surad-Cn Wl « lo bee. Leph aad, emide eldieeos soanmm: 2 
‘>. aad abond 4a ~“Qiisagzia @neus Aen? — 


lie <coronat 


a 


i i 
i d ran _— fy nes ae a, read oe) iv 


+ 383 
best there is in the academic world, and the best there is 
in the private sector, from the farm country bankers, from 
the Farm Credit Administration and the first task, the first 
job would be to develop testing devices again which every 
Government program including but not limited to agricultural 
programs would be measured, not only for its cost benefits, 
but would be measured -- not only for environmental impacts 
and economic impacts, but inflationary impacts. 

We do contend that a great many programs have been 
promulgated, both legislatively and in some instances 
administratively, in which there was no thought to the long- 
term inflationary impacts of these programs. 

Really, what we are proposing as we look down the 
long path of agricultural Tobuaty that, indeed, you ought to 
be commended, one, for raising the Passes about an 
agricultural policy, and two, that that look down that long 
path of agricultural policy has some test points in it. 

Test points of cost benefits; test points of, not 
how does this affect the environment alone. As farmers and 
people living in the cleanest part of the world, certainly 
T am concerned with the environment. But, I am equally 
concerned with 18 percent inflation and that kind of testing 
mechanism is absent from every Government program with which 
I am familiar. 


SECRETARY BERGLAND: One of the problems that we hav 
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had in these decision making processes is that while people 
publicly calim to be against inflation, sige) aich Ua W ated Sope 2G f= 
being against sin. 

When it comes to the remedies, they are not so 
sure. 

We are under enormous pressures to add to inflation. 
How do you think, or what do you think we can do about the 
structural pressures that come in public decisions? On 
spending policies for example, if we are going to deal 
effectively with inflation, when we have almost every con- 
stituent group in the United States demanding more Antlation, 
in fact, although they don't admit it. 

The net result of the wessure is just that. 

MR. JACKSON: There are many things you can do. 
First, I think a very distinct deviation from past policies 
was taken when you as Secretary of Agriculture said recently- 
I think it was last Fall -- it was a quote in the American 
Bankers' Association. I will read that quotation. 

"That you intend even under the current pressures", 
and this wee shortly have the suspension of the treaty with 
Russia because of their invasion of Afghanastan, "that under 
current pressures to limit the USDA to being a very selectiv 
lending agency and do not intend for .the Commodity Credit 
Corporation to become the world's largest farm banker. 

Cot Sm Sika eee example of what you can do as 
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Secretary of Agriculture, and what Government agencies can 
momcOnmcoOmbat antlation, Certainly, I recognize that 

my farm customers, that my father, my brother, my sisters, 
were standing in line at the Commodity Credit Corporation and 
wanted to get their loans. 

I recognize the political realities, the difficultie 
of making those cutting decisions, but I commend you, sir, 
and I commend this Administration for not only having made 
this decision, but a great many other cutting decisions 
that says that inflation will not continue to run rampant 
and destroy this democracy and this Republic. 

SECRETARY BERGLAND: Dr. Barry, there is nothing 
wrong with he price of pork and poultry that a ten percent 
reduction in output would not eae And, in our judgment 
that is the only remedy for those two commodities, for 
example. 

We are now getting calls from prospective borrowers 
claiming they need a Government loan to help salvage their 
pig industry, many of whom have expanded substantially in 
the last year or two. They read the profitable corn-hog 
ratios that were in place for the previous three years, and 
attracted a lot of money, some of which were from persons 
seeking a tax shelter and others simply seeking an opportunit 

For whatever reasons, we are now getting those 


Same persons back to us and asking for Government loans 
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to keep them in the pig business. 

Do you think that we should use Government credit 
as an instrument of overall policy making? 

Disw bern) che case of the livestock industry, 
there is no sophisticated equipment so when there are problem 
in the sector the farmers seek short-term temporary responses 
throughseeking emergency loans, and these are not based 
into a systematic financial control program that is well 
thought-out. 

I would say that when there is not a well-developed 
financial control program at the public level, then short- 
term responses in making credit available are going to do 
perhaps more harm than good in the long-run. 

On the other hand, if a financial control program 
could be developed that is comparable to the price of pork 
in the livestock sector, perhaps the public program could 
play a more effective role. 

SECRETARY BERGLAND: Do you believe that we should 
examine the structure of the applicant, the applicant's farm, 
in deciding whether or not to make a loan? 

jeam thinking, torsexample, I just nad a calla 
few days ago from a Congressman who had a constituent who 
had a feed store, and within the last two years went into 


aetarge pig factory and’ 1s" going under. 


Do you think we ought to help? Do you think we should 
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make a judgment as to whether that is something we should 
finance, but somebody -- maybe for other reasons, maybe 
BeeOoungetarmtamily just starting with heavy debt service 
is unable to stay alive because of the pig business, should 
we make a distinction between these kinds of things, these 
kinds of applicants? 

DR. BARRY: It seems to me, for administrative 
feasibility, the credit programs need to be tailored to the 
industry one is serving, and to the extent that the 
applicant is involved in it, rather than simply financing 
a person who may be heavily involved in nonfarm activities 
and has an interest in a large hog system. 

I can see some difficulties in where one draws 
the line, and for administrative feasibility it would work 
out perhaps best to tailor the credit programs to those who 
are more substantially involved in the farming industry. 

SECRETARY BERGLAND: Some of the credit provisions, 
some of the laws that drive us and bind us, create an 
entitlement scene where if you can't get credit elsewhere, 
you are entitled to Government loan. 

The agency, the Farmer's Home was set up to help 
the so-called small family farm, whatever that means, but 
now we had last year 300 loans of more than Sie ts Ole 
piece for economic emergencies. We had more than $13 million 


in one farm in one state, and they are getting dragged from 
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Biller stotpost. 

I am trying to pull it back together, to decide 
what the role should be. Is it a responSive, reactive kind 
en thing? 

DevRoOARRY ss. ERPSseis part of -my "remark "earlrer, 
about not really being part of a long-run, systematic control 
program. It may need to be tailored to the farming 
sector exclusively. 

SECRETARY BERGLAND. Governor Wilinson, do you want 
to expand briefly on your remark. I couldn't find in your 
prepared statement dealing with the question of tenancy. 

Now, the value system in the United States is such 
that we are kind of expected to pay for a farm in our life- 
time, and owning land is like owning a piece of the rock, 
and my dad always said, farmers tend to live poor and die 
rich, because of this phenomenon. 

Is that something we should examine? 

GOVle WILKINSON =) l@defintely think so, Mr. Secretary 
ieraduraised the question, first of all, that is it inevitabl 
that in the long-range structure there will be a separation 
of land ownership operation. Is this inevitable? What kina 
of government programs are going to contribute to or oppose 
such a development? 

What I have said is that Government priorities must 


be first placed on controlling inflation, and I hope we have 
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all echoed that here this morning. 

I would definitely contend that inflation is the 
basic cause for increased land values that must concern all 
of us as landowners. 

Number two, Government policies must insulate 
payment benefits from being Capitalized into land values, 
and this where I think that your targets and your loan 
rates should not be tailored, Mr. Secretary, to the highest 
costs,areas.. 

I think in some way we cannot allow a farmer and 
a rancher to assume that inflation will be there and can 
in five years build his program with that anereiparlonue 
Sr esecondly ,jcthat he.can continue to depend on increasing 
land values to pull him out of some difficulties. 

Our greatest concern is that Government policies 
have through the Natural Disaster Program, the Economic 
Disaster Program, the SBA as well, have pea Ty induced 
farmers to more financial leverage and this is something 
they should not expect to continue to live with. 

SECRETARY BERGLAND: What, in your view, should 
Government's role in the credit field be? 

GOV. WILKINSON: Government's role? You referred 
to disaster, natural and -- 


SECRETARY BERGLAND: For everybody? What about the 


entitlement business? 
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COV WLURINSON: 9 No, Mr. Secretary, I do not 
believe in the inevitable entitled concept prevailing in 
egriculture. -2f think the need, the need must he Dinette co 
that, and in the Natural Disaster Programs and the Economic 
Development Programs, I think we have found ourselves, again, 
financially leveraging ourselves to a degree that we cannot 
even continue to operate under a level program. 

Government programs, in my estimation, must be 
there to take the total disaster for those who are economi- 
cally distressed, but not for those who have been long sia 
business and financially ..stable. 

Government programs must be there to take care of 
those policy decisions that are nonfarm oriented, such as 
the recent embargo action. Government programs must be there 
to help the young farmer gain access to the agricuituraLl 
community, but not use Government credit programs for the 
inevitable protection of SimOoreachrCuucure. 

This can be done through your commodity programs, 
through the new insurance concepts SuOspOSS Lo Ly Ocnes 
similar programs. 

SECRETARY BERGLAND: Mr. Olson, my mother and 
dad retired 25 years ago, and they have their lifetime 
savings -- or most of their. lifetime savings, on Certificate 
of Deposits in my hometown independent bank. 

They pena discovered the money market window. 
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They have had CDs come through this winter. I think they 
were earning six and seven percent, which was the basis 

on which my bank had built their lending portfolio. Not 
only their savers, but the community savers. But the 
recent liquidity in the money market, which I don't under- 
stand, has created a changing situation in that some of 

my parent's CDs left my hometown bank. I know Couatwee ney, 
bought some of these 14 percent instruments. 

How much of that has happened, and to what extent 
has that impaired the lending ability of the rural bank? 

MR. OLSON: Mr. Secretary, we have found in the 
commercial banking system, at least in Nebraska, that the 
saver like your mother and father become very sophisticated 
and have found these avenues of investment if not being 
offered in their own bank -- which we have, we have offered 
it to the extent we can by law. The money market certificate 
which are 181 days and return those rates, but Die OL a 
that time we have found considerable amounts of our deposits 
leaving our banking system. At least ona short-term basis. 

As a result of this, it has, in fact, lessened our 
liquidity and our ability to serve the credit needs because 
of the loss of deposits. 

We think “that, ae the present time, that we are 
able to compete with other avenues of investments, and 


consequently these funds are returning to the banking system 
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as a whole. 

I think that probably we would like to feel that 
with current law where the banks now can provide $100,000 
Sempinsurance, sand in- often in cases prior to that time 
deposits were limited to $40,000 per customer. Now we 
are able to retain larger size of deposits, so this has 
really not been a problem in recent times for us. 

We are always concerned about loss of deposits and 
other avenues of investments to provide credit that is 
needed especially for the amount of money that is required 
for farm operation today. I think maybe this is partly what 
you are bringing up, that it takes so much more money for 
my farm and ranch customers to operate today as compared 
Comjust tive: years.ago. 

That again brings back the point on ease which 
Wes just discussed. That is our major concern. 

SECRETARY BERGLAND: Your testimony was rather grim. 
You said that you think that everything is about to become 
unglued. Who is in trouble? Among those in your bank? 

I am talking now about the borrowers of your bank. Is there 
a group you can describe as being in more trouble than any 
other group, or is it a general depression throughout your 
community? 

MRUNOLSON wetliv wiSecretary «a ctiink, today it is 


a general group. Obviously the hog producer is in the most 
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trouble today, but that again is because of too many hogs. 
The cattle producer was in the same situation a few years 
ago, but today I think because of, number one, we talked 
BoOuUrethe cost Of production, high interest Eates 7 le COMee 
have a customer that I can honestly say, in a cash flow 
Situation, that he is operating profitable today, as far 

as my farm and ranch customers. 

I am really.concerned to this extent. A recent 
survey of the Nebraska banks, 300 of which responded to the 
survey, indicated we loaned 72 to 74 percent. That is an 
average aS opposed to what would normally be at this time 
GSieche year, about 55 or 60 percent. 

LoevOUmLea lly want storknow who 15 in strouble, | 1 
think the bankers are in trouble. I think we have many 
farmer and ranch customers who are practically broke and 
don't even know it at this point, because they are reaching 
the point where we are just starting to lend funds today, 
but they are going to get their crops in and they are going 
LOoeaccomplish this. 

PUuCe eaimcOnCcerneasalOUutmtielraabi icy toebay oLr 
that debt, whether it is a FHA loan, a PC loan or a eieiiveesicm 
DanreeLong. it Chink that 1s a problem down the line, six 
months from now. 

SECRETARY BERGLAND: What percentage of your 


customers will you be unable to finance this year? 
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MomsOUGON melt el saa lmost av question which Tt antici- 
pated, and I think I can say that I personally am going to 
bewablestouservice all of my loan. customers that I currently 
have. 

I, again, am concerned about their ability to repay, 
and the cash flows, they are not coming together. Now, l 
am hoping through exports or whatever it might take, that 
six months from now the grain prices, the cattle especially 
because I am heavily involved in a cattle area, I am hoping 
there will be improvment so repayments will be there. 

I did this also. I surveyed a number of bankers, 
not only in Nebraska, but throughout the Midwest in 
anticipation of your question, and most of them indicated 
liquidity was tight but they intended to serve the credit 


needs of their customers to the extent that they could, 


“but they would not be taking on any new lines of credit, 


no capital expansions. Just strictly the basic operation. 
SECRETARY BERGLAND: Mr. Carlson, what impact does 
the cost of money have on the structure of the cattle feeding 
business, both in the near-term and the long-term? 
MR. CARLSON: It has a great deal, Mr. Secretary, 
in terms of the built-in cost that has to be plugged into 
the feeding. 
We are looking at $30 to $40 just on these cattle 
that are going into the feed lot as an interest bill entirely). 
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On cattle going to grass this spring it has been 
pointed out that there will be more dollars expended for 
EieeCOst Of the money to put Cattle on grass than it is to 
DavyemocOl. tne grass. 

So, that is a built-in cost that has to be recovered 
and as we plug those costs into break even, we are looking 
at $70 to $72 cattle, and as you know, we are looking at 
$64-$65 cattle, so we have a loss position, just as Mr. 

Olson indicated, across the board in all of agriculture 
where break-evens are some 20 percent less than the current 
Mmairkeet Cond. crvons in all agriculture. 

SECRETARY BERGLAND: What is this going COsCOmLOmLUCc 
structure of the cattle feeding industry? What are people 
aoing about all this? 

MR. CAROLSON: Thereis a go slow attitude, placement 
into the feedlots are behind. 

It looks like the April placements were something 
dike "89 percent, but it looks like as soon as we get the May 
figures showing the April placements, they could be down into 
the 75 area. 

Where placements are substantially less, there is 
pecdoO-sloweattituce. <inere is a feeling of losses since 
last August and an unwillingness to go ahead and to risk 
further losses until either replacement cattle could be 


purchased at less cost, or that the future -- either through 
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the futures market, or a bold bullishness would appear. 

I think before people will be actively placing those 
cattle, I think we are down to 60 to 70 percent of the | 
feeding capacity being used at this point. 

SECRETARY BERGLAND: I am convinced that farm 
profits are inevitably capitalizing on land values, and the 
higher we set prices, the higher the land grows. Th Sees 
a non-win, highly inflationary spiral we have got to break. 
It is tougher to do than we might realize, but necessary. 

How much money does it take to back up one brood 
cow now? Do you have a commercial cow herd? 

MR. CARLSON: I certainly do. It is in the neighbor-— 
hood of two to $3,000 depending on the geographical area 
you are in. But that is a rental value on the land, that 
is the investment of the cow unit and that is the management 
equipment, that is the herd production, whatever. 

But there is that kind of dollars behind each 
animal unit cow. 

SECRETARY BERGLAND: Is that value the rental value 
and the value of the cow itself the function of the general 
level of inflation and the anticipated profits in the business? 

MR. CARLSON: Not really. ‘As you are relating to 
lana escalation as a result of inflation or Government 


policies, I don't think that is plugged into that level when 


you use rental value. 
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This is a competitive value that that land can 
actively produce plugged into that two to three thousand. 

SECRETARY BERGLAND: Okay, sir, then if cattle 
were $100 a hundred-weight, that rental value would be higher 
than if cattle would be 40. 

How do you break this? How do you get away from 
the inevitable sinking of your investment or margins into 
land as a result of competitive forces? 

MR. CARLSON: Would we want to break it? 

SECRETARY BERGLAND: We are talking about stopping 
Smecontrolling inilation. 

MR. CALRSON: In terms of land being accepted across 
this nation as a good investment, and it has proven to be 
a good investiment, I don't know whether we would want to tak 
any superficial means to control land values. 

SECRETARY BERGLAND: I believe you say that land 
values are driven by factors that have nothing to do with 
their earning capacity, and it would be a catastrophic mistak 
to establish Government policy on that inevitable force of 
land prices are going to drive the value of food, which 
Arives everything else. 

I am trying to figure out what to do with the 
root cause. 

MR. CARLSON: To me, I don't accept that Government 


policies have had that much influence on land values. That 
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has been a competitive free market system. 

SECRETARY BERGLAND: That is true, but I can remembe 
I am from Northern Minnesota -- and while I have never been 
in the cattle business my neighbor is in it. I can remember 
when it took $400 investment for a cow, and they made money. 
Powert is s2,000. I don’t know where it 1s going to go, but 
cattle producers in many cases are not making money today. 

Where do we Start with all®©or this?’ “If we are 
going to feed inflation, we are just going to have PnfVarion, 
and I know it is a competitive thing. 

SomesoL 10, 1 think, =ls Chargeable to tax policy. 

I think our tax policies themselves are highly inflationary, 
but that is a separate matter. 

Wheacvodc we do, 1. sanyciuinge DO-we, juScelet the 
market forces find that level and not plug Government credit 
in? You see, that is the problem we have. When we let 
the market forces arrive at their normal level and the 
squeeze is on, and that $2,000 investment comes down to 
something substantially less because of the squeeze the 
immediate reaction is for us to put Government money in to 
make up the difference. 

Now, the question I guess is, should we let the 
eiruderal. OuG. 

MR. CARLSON : We have got to control inflation. 


We certainly do. It 1s pretty much brought on by increased 
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productivity, by less deficit spending by the Federal 
Government, by greater impact of positive regulation on the 
industry, and I think some of those things will come back 
into play when we are able to get capital investment built 
back in. When we get to build back in confidence into the 
industry we can lower costs. 

I think we all need to accept, as I pointed out, 
no longer can we have a cheap food policy. We need to pro- 
duce food at a reasonable cost, however. But, we are going 
to have to plug in greaterefficiencies, and there are many 
that we can, but we are in a go-slow-hold position now 
because of the productivity and some of the Governmental 
policies, some of the things that you pointed out. 

SECRETARY BERGLAND: Thank you very much, Mr. 
Carlson. 

Mr Feyore. 

MR. HJORT: First, Mr. Jackson, let me continue 
on with this question of inflation you addressed and had 
some specific proposals, that I gather would be targeted. 

Does your concern over inflation extend to the 
inflation in land prices and if so, would you favor policies 
that would be designed to stop inflation in land prices? 

MR. JACKSON: Yes. That is a very simple and easy 
answer, both to your question and to the Secretary's question 


to the other members of the panel. 
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Basically what you have got to do, we have got to 
Pemweliinge-Oubite the bullet, all across. every sector.of 
the society in the economy of the United States. The 
housing industry is taking the brunt of it today, and the 
automotive industry is taking the brunt. 

What we need in the way of agricultural policy is 
enough of a safety factor so that we don't have a crash 
in realignment of land values. We need enough shading in 


tax policies so we don't have —- I am not talking about 


foreign investors who are driving land values to artificially 


high prices to where there is no connection at all between 
the rental value of the land or the productivity of the land 
or the sales price. 

Pecavor policies that will inevitably bringsabour 
an alignment of land prices to the productivity of that land 

MR. HJORT: Certainly, at least, I gather you would 
bevas you did say now and also. in.your paper, that the role 
Oiechne carm program should be to provide, a, safety, neta 
believe is the term you use, and that I gather you take to 
be one of the fairly fundamental policy positions to hedge 
against unnecessary inflation effects? 

MR. JACKSON: That is correct. Governor Wilkinson 
a ister... L. tiink, to a similanm type. of concept...) The 
one thing I would suggest, in the safety net concepts we 
have a relatively ee market, Lf not an absolutely,. totally 
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free market. Underneath this are Government programs as 
needed to catch the outfall in catastrophic events, including 
political catastrophic events, not just weather events and 
disasters. 

But, I think one thing that has not been built into 
the programs have been things that give a rifle target 
approach to geographic areas, and to small but highly impor- 
tant segments of the country. 

For instance, the closest thing that has come to it 
has been what the Government has done with regard to relief 
in the upper-Midwest during the suspension of trade with 


Russia, and to alleviate the liquidity problems of banks 


and farm suppliers and everyone else. 


There really was not, in fact, when that embargo 
or suspension of trade occurred a program in the Government 
that would let you move decisively, Mr. Hjort and Mr. 
Secretary, into helping those people, legitimate farmers, 
legitimate agribusiness people, who needed help and needed 
it rather quickly. 

So, there will be people who will go into bankruptcy 
that should have stayed in. On the other hand, there have 
been flagrant abuses of well-intended programs where you 
have $13 million or $10 million loans that are highly 
inflationary that do not contribute anything to the prodcuc= 


tivity of American agriculture in the long run. 
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You go from the sublime to the ridiculous. What I 
am suggesting is a safety net, but also building in a degree 
of flexibility so that you can target in on specific geographic 
regions and specific problems. 

It may be that a catastrophic PLOstalnanortienlocida 
may not affect a great many people, but for those people 
living in North Florida it is very important, and you might 
help such other catastrophies. A flood in the Mississippi 
Delta might not adversely affect the upper Midwest, but to 
those of us living in the Mississippi Delta it could be 
a catastrophic event. 

I wonder if we could turn the table? I suspect 
as a red-necked country banker from Arkansas I am violating 
protocol and ethics, "but would it™be ‘appropriate for us 
to ask a question of the Secretary of Agriculture, and you, 
ioe SVOLt? 

What can we farm lenders or credit users and an 
academician of international and national prominence at the 
table -- tell us what we can do to help in at least one 
highly recognized problem that we all face, and have all 
addressed, and that is the fight against inflation? 

SECRETARY BERGLAND: You are doing it, Mr. Jackson. 

Mas JACKSON: » Thankyou. —“I-didn"t. expect that 
quick an answer, but thank you. 

SECRETARY BERGLAND: The fact is that you are sharing 
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with us your opinions, your highly trained professional 
judgments based on experience that we value very highly, 
or you would not be here today. 

In formulating Department and Government policy for 
1981, for the 80's and beyond, things you do and say here 
will have a major bearing on what happens in the Congress 
next year. 

Mie CACKSON. Ol 2s tat SO? 

SECRETARY BERGLAND: Thank you. 

MR. HJORT: Dr. Barry, in the hearings, and I think 
there is a kind of general conception around the country, 
that it is increasingly difficult to enter the business of 
farming yet just yesterday in these hearings on at least 
two occasions I believe it is ae to say that we were told 
that it has always been difficult to enter farming, and that 
it is not really any more different now, or more atTEELecult 
now, than it has been through the years. 

Where do you come out on this from a credit stand- 
point? Do you believe that where American agriculture is 
poday, tiat ioeis Stilt possible although difficult as ie 
has always been, or are we in a situation where it is 
becoming increasingly difficult and, therefore, we need 
special credit type programs TO faciirtarer the intergenera-— 


tional transfer? 


DR. BARRY: Well, I have observed through the 
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students in my classroom at the University of Illinois that 
for those who have a strong resolve to gain entry into the 
production sector and the management ability to sustain their 
position, they usually get in. 

They sometimes get in through family assistance. 
meciat 1s not available, they get in without initial invest— 
ment of equity, capital either, as managers or as skilled 
laborers, and they often get established in a way where they 
can accummulate a financial interest in a farming operation, 
or a larger ereerese over time. 

Some of them start through service to industries, 
@eianclval Institutions, through local contacts and eventually 
gain access to entry either through entering their management 
skills, perhaps equity capital as well. 

As I indicated in my remarks, if one follows the 
old approach of having -- immediately being an owner-operator, 
that is impossible unless it is given to you, or at least 
it is provided to you through family assistance. 

The market for entry seems to be responding to 
allow a reasonable entry in somewhat different ways than in 
the past, and of course, it has structural consequences. 

SECRETARY BERGLAND: Would you yield for a followup 
to that? Do policies tend to discriminate against tenants, 
USDA policies or Government generally? 


Does it discriminate against tenants? 
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DR evan avseMy first reaction was on qualifying for 
eredit at commercial institutions, but that is not answering 
your question. 

SECRETARY BERGLAND: Should I say, do the forces 
tend, whatever they may be, tend to discriminate against 
tenants? 

DR. BARRY: I think if tenants are good managers, 
and good entrapreneurs, that the discrimination if it is 
there soon goes away. 

I don't have a good -- I guess I would say no. 

For the ones that have the good management ability. 
For those that are in the middle range, we often -- the 
story often turns to adequate programs of help not being 
available, but even if they were available you wonder how 
strong a contribution they would make over the long term. 

MR. JACKSON: I don't really take exception to 
Peter's answer, but I must because of my 20 oops plus 
experience in agriculture financing, the answer to your 
guestion is, yes, Mr. Secretary. Tica Cita le ema Teac 
great many direct programs in existence, over the past years, 
from the Farmers Home Administration, other agencies of the 
U. §. Government, for which -- if you do own some land it 
Gives you qualifications for a much more generous, much more 
liberal structuring. So, there is a bLasvin Lavor of 
ownership and against the tenant, woth neepravate, Sector 
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and in the Governmental sector. 

There certainly is in commercial banks. 

MR. HJORT: John, you mentioned the topic, Risk, 
and it raised the guestion, how much risk is enough and we 
do have programs where there are significant differences in 
the risk reduction that is associated with various government 
programs. 

There is one example -- soybeans and lettuce, as 
we think of those -- one, it seems at the present time the 
individual producer assumes a greater degree of risk. Where 
in that spectrum, what ie tie proper role, what degree of 
risk and how does one reduce risk to a tolerable or accept- 
able level to interface with the credit system? 

GOV. WILKINSON: That aS 8 very difficult question, 
Howara. - think that you are talking about the share of 
the Government's risk. How much should Government absorb 
thescisk epicture:..The risk loss structure. 

Tenavewindilcateq) that Ll chink 1t).would be unterc— 
unate if the Government in a long range credit and support 
program led the American farmer to believe that inevitably 
the Government would absorb the highest share of that risk. 

I think that it is very misleading if we are con- 
cerned about the strengthening of the farm and ranch 
families as we go into the future. 


ce Salant: that risk has to be evaluated by the 
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commodity and by the individual and that is why it is so 
difficult to give you a nice, complete, comprehensive 
answer to this. 

Risk is one thing with a beginning farmer, 
and I concur totally with Dr. Barry that perhaps we have 
mislead ourselves and the agricultural community in believing 
that the Government or lenders should totally provide the 
beginning young farmer with all the debt capital that is 
needed to live at the standard that he and his parents would 
like to live. 

MR. HJORT: Where do you see us going as a society? 
We have a proposal before the Congress that we expect them 
tompass thisietimestor profitcinsurance. 

We have, over the apes an increased number of 
disaster programs, and some commodities, we do have support 
prices that are essentially the same as the market price, 
and in effect, take the market price risk out, and in others 
we don't. 

There does seem to be, particularly these days, 
it appears to me at least that we have a growing number of 
advocates moving those support levels up there, and reducing 
thaterisk. 

Are we moving to the point where one should be able 
to get capital free because all of the risk has been reduced? 


Where do you see us heading as a society here in the directio 
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of reducing the risk? 

GOV. WILKINSON: I think the trends concerning many 
of us, and I hope many who have spoken to your panels, 
indicates that we are leading to an almost total Government 
Bbsouptaonpor the risk an agriculture, and. I should not im a 
it there, because I think it is too vastly understood that 
it would total economy. 

I personally think this is the wrong way that our 
society should be going, and our Government should be 
serving. I think that USDA should serve the agricultural 
borrower in those unanticipated natural and economic diasters 
but in no way should it underwrite the errors that will 
inevitably be made by individuals. 

I think individuals should have the right for failur 
and hopefully also, the great right for success and Governmen 
should not lock itself in to a guaranteed success for every 
individual who aspires to be a farmer. 

PMheHIORT: | thanks you. 

Mr. Olson, let me ask you a very general question. 
From your vantage point, do you believe the present 
agricultural credit system in its entirety can continue to 
serve the credit needs of American agriculture with only 
fine tuning from here on, or do you foresee a time in the 
future where it will take major changes in that system 
to adequately serve he INOUStLY. wanes athe latter, what 
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would those directions be? 

DE -meo COC ues, lech inkeeMn. sHyortaerirstrof ail, 
believing in the free enterprise system as it is, and you 
referred to the entire credit system, I would like to think 
that with the commercial banking institution as well as 
the farm credit system being permitted to compete, I think 
that we can, in fact, provide for the credit needs of 
America, rural America today as well as in the future. 

As far as the input by the Government, USDA in terms 
@eeesnewtuning,=1 think#thats——- andélsamenot quite sure that 
I understand to what extent you mean "fine tuning", I feel 
that there are different types of lending programs that 
are available to the farming sector as it is today. 

I think, if those types of Government lending 
programs will be needed in the future again to provide the 
Stability which has already been mentioned here, then I 
think those in itself can be used on a temporary basis, again 
only on a temporary basis for special situations. 

Other =“thanathatymads think thesbankingsandustry;, 
along with the farm credit system, can meet the credit 
needs of rural America. 

MR. HJORT: The rural banks have found the major 
money markets increasingly this year and are rapidly 
becoming like urban banks. Where do you see that ending? 


Are they going to: serverthe)=-- ori continue to serve the rural 
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clients, or are rural banks increasingly going to serve urban 
Serents and =let the farm credit system take over as thas been 
happening in the last few years? 

MR. OLSON: I am concerned about this. I think 
Governor Wilkinson indicated, that the Farm Credit System, 

i think their loans increased about 33 percent last year. 

This has to be a concern to us about how dominating 
Boe ene harm Creditesystem\gqoingtosbetie You are quite 
familiar with the proposed legislation at this time, and 
we are working -- at least our Association -- is working 
closely.with the Farm Credit System in developing this 
legislation. 

We are somewhat concerned, I guess, that we feel tha 
maybe we ought to be on the same stauts as the Farm Credit 
system, and I think you are bringing it up because it is 
extremely important to us right now. 

wee lOookrate the caxation.= Wtidshadndicated thatthe 
Farm Credit System is serving the credit needs in a great 
MayeatenG. CcOst Os the farmer, andi can'ttequite) shane this 


LOO percent, because they are not being taxed at the present 


time, and that has put us at a different level. 


I would like to also think that we would all operate 
under the same usury law, that we would also be exempt from 
the Truth in Lending such as the PCAs are. 


SO, we are sconcerned jweand tluwould® lake itowthink)::that 
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it doesn't become such a system that becomes so dominant 
that it overplays its role as a need-be basis sand. | also 
think the Foreign Credit Svstem should just serve the 
agriculture needs and not get into some other areas. 

MR HIORT=92 «know we are LUNNINGeOULOL -Lime, abut 
I need to follow up with one more on that. 

In your judgment that increase in the Farm Credit 
System just last year, would you Say more of that is because of 
special provisions that you have identified associated with 
the Farm Credit System, or is it because the rural banks 
were not trying to be as competitiveas they had been in the 
past? 

MR. OLSON: No, I feel that probably the reason for 
Pileatets —-—wiathinkethe rural eye WeTCeLOscne Dest Ofetnelr. 
ability serving their farming customers, but again, I would 
like to point out that the needs of Agri Cultures were so 
much greater and, quite frankly, I welcome the opportunity 
to participate with PCAs because I absolutely didn't have 
che liquidity in funds.“ So} I took it upon myself to parti- 
Cipate with them. 

We like to retain customers. We don't like to lose 
some of our excellent borrowers to PCA. We needed them and 
i think we need to continue to work together. 

MR. HJORT: I know I can't proceed on PALS vee Otte the 


latest statistics I have seen show that the rural banks have 
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not increased their funds -- loans to farmers this year at 
all. And, certainly the Farm Credit System has, and there 
has been intense demand for credit out there, and for that 
to be happening -- and a lot of times its layed on the 
Fed system of constraints, but obviously the system is not 
even using and not evening up to those constraints. 

So, there is something happening back in that system 
Poacersn t really pulling out well. 

One last question for Mr. Carlson. 

What do you see the impact of this current credit 
situation and the changes that have taken place in the credit 
system? You indicated here that you crarale expect rolling 
charges, not fixed rates and So on. 

What impact do you see on the expansion of the cattl 
inventory? I am not talking now about cattle feeding. We 
are going back to the cow-calf operator. 

MR. CARLSON: At the start of the year we expected 
like a two percent increase in the cattle herd numbers. 

We were down slightly under 11 million head and we thought 
Weawould DOuLla to’ about two percent. 

Now with the interest charges and the indecisiveness 
of the producing segment, we are anticipating there will be 
virtually no increase. If any, it will be a small increase. 

There are still geographical areas that are liqui- 
dating cows at this Se aniae, some for integrated operation, som 
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for cash flow situations, but we are not anticipating hardly 


any buildup into the cow herd this year which will prolong 
moeecattle cycle. 

We should have had a biological increase by 1985, '8 
Now it looks like it will be pretty much longer, depending 
upon what the signals are from here on with the competitive 
rates, with the cost factors being built into the operation 
now. 

MR. HJORT: Does that mean that you see that excess 
supply of heiffers moving into slaughter in a non-bid status? 

MR. CARLSON: Those decisions will probably be 
made this Fall, and just waits to be seen, what are the 
economic condition. 

If we continue to have an ecomony thatis slowed 
down; if we have unemployment that is fairly high; the 
demand for all red meat is downward, those decisions for 
those heiffers, they will go back into the feedlot and not 
into the cow herd. 

If we get any optimism here, because we are ina 
buildup positioning phase of this cycle, those heiffers -- 
some of which could be put back into breeding -- but I 
think those decisions are between now and this Fall, Mr. 
POL c. 

MR. HJORT: Thank you. 

SECRETARY BERGLAND: Thank you very much gentlemen. 
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That brings this morning's session to a close. 

We thank you for preparing and for coming and for sharing. 
We will resume at one-thirty. 


(Whereupon, at 11:45 a.m. a luncheon recess was 


Called, the public meeting to resume at 1:30 p.m.) 
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AFTERNOON SESSION Rees epaiales 

SECRETARY BERGLAND: The proceeding will commence. 

This afternoon we have on the first panel, Dr. 
gach Willey, representing the Environmental Defense Fund. 

Reverend Dr. Charles Bergstrom, the Lutheran 
Counsel in the United States. 

Neil Sampson from the Nationals Association of 
Conservation Districts. 

Mr. Robert Rodale of the Rodale Press. 

And, Mr. Garth Youngberg, Department of Political 
Science at Southeast Missouri State University. 


Andy ete ates Okay with you we will start in order 


of those names appearing on the list. Dr. Willey. 


Deere ee lenkevou, Mroe seCretaly. 

IT would like to summarize my written statement: 
as fast as possible given the time restraint and would offer 
to supplement the written statement later for the record with 
more documentation. 

SECRETARY BERGLAND: Your statement will appear in 
the recard as prepared. 

DR. WILLEY: I don't need to summarize for anyone 
here what the problem is as far as the resource base in 
agarculture or tiie environmental impacts of agriculture, 
both in terms of land-water quantity and quality, and 


the availability and price of liquid fuels to agriculture 
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and the diversity of crop cultivars. 

What I would really like to comment on more is the 
potential as I see it, as my organization sees it, for 
technical progress and new changes and practices in the 
field to remedy some of the trends we are presently 
experiencing within the national resource base in agriculture 

The producing of U. S. agriculture has always been 
highly reliant upon the development and dissemination of 
technological innovations. Government policy has been 
aware of that and has subsidized that technical change in 
many ways for many years. 

We believe there presently are a set of technologies 
that hold the possibilities in these areas of land and 
water and fuel availability to remedy some of the trends 
we are currently experiencing whether it be in more 
recently developed irrigation systems or in integrated 
pest management techniques presently under development. 

The important point of all of these technologies, 
whatever level of research development they are at, 1s -that 
the associated trial air process is absolutely necessary 
in order to gain benefits of those technologies in terms 
of resources in the environment. 

The structure of agriculture and supply industries 
will be a key determinant of the pace at which new 
dnnovations are adopted in agriculture. Orderly and timely 
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41> 
diffusion of new technologies will require competition and 
economic incentives among both buyers and sellers of those 
technologies and practices. 

Government policies which do not address those 
needs or incentives to change practices and adopt new 
technologies will not address the underlying resource problem 
of agriculture. 

Unfortunately, there are quite a few examples in 
terms of present Government policy where this is the case, 
where the underlying needs for competition incentives have 
not been addressed. I will try to give a couple of examples. 

In the water area, historically water development 
gn ethe UsS!) for agriculture “has ‘been ‘subsidized for projects 
which sell water at prices which are well below cost. 

This has been a strategy that was opted for in the early 
1900's, to stimulate development of irrigation projects. 

Irrigation projects have been developed and what 
woemeane in terms of subsidy and pricing is that more “project 
have been developed than otherwise necessary. 

Also deposition of salts in soils has resulted in 
a higher rate than would otherwise, particularly in the west, 
in terms of water pollution. It has been also aggrevated 
by lack of sufficient irrigation brought on by subsidies 
in the price of water. 


On the marketing side, more indirect effects 
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of such water policies have also had serious implications for 
Beecurce conservation and pollution. The prospect of 
subsidized, reliable water supplies has lowered the risk 

of cpaital investiment, thereby encouraging increasing 

farm size and specialization. This is something you have 
heard over and over again. 

Capital intensification and utilization of large 
monoculture cropping schemes that have accompanied that 
development have also had environmental impacts and resource 
impacts which we are presently experiencing, including the 
decline of genetic diversity inthe field and problems with 
implementation of integrated pest management, which relies 
on diverse populations of species to maintain pest control. 

Another example of Brean the pest management 
area has been research and development, where over the years 
Government policy of subsidizing development of new pest 
controls in the land grant colleges has been very much 
pesticide-oriented, and it has only been in recent years that 
that policy has changed around forcefully to promote integrate 
pest management as a strategy that can reduce reliance on 
pesticides. 

A few general remarks, it has often been said that 
Size and specialization have lowered food prices. It is 
nomeac all clear at this DOH te all OL the Subsidies 


that presently exist, both in the supply of inputs’ and in the 
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commodity markets and in research and extension and taxes 
and so forth, were factored into the price of final food. 
That size and specialization, as we understand it today, 
would be the most economic way to produce food, and it is 
clear from our perspective that there are many problems with 
size and specialization in terms of the long term resources 
and environment that are aggrevated by these policies. 

So, our first suggestion would be to reconsider 
programs which subsidize, or act as disincentives to new 
technologies which have resource and environmental benefits. 

Secondly, to review regulations in light of whether 
or not there are cost benefits which cannot be captured by 
market mechanisms. | 

My times up. 

SECRETARY BERGLAND: Thank you very much. 

Kev. Bergstrom, 

REV. BERGSTROM: I should begin by saying that I 
am a layman here, but I am here to present words by farmers 
who are members of the Lutheran Farmers. 

There are basically two areas of concern addressed 
in this paper, and the first has to do with stewardship, 
which, of course, is a biblical term related to a concern 
that the churches have for the uses of God's blessing and 
God's gift as far as this earth is concerned. 


The Churchworld Service Programs are based on this 
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kind of an effort, and I am sure the things included in this 
paper from the American Lutheran Church can also be repeated 
by various denominations. 

A steward is someone who uses that which belongs 
to someone else and for which he is responsible, and it is 
at this point that one of the obvious tensions develops 
between the whole area of conservation and the enviornment 
in which we live. 

If the church supports private ownership, it also 
has to recognize the reality of the use of that ownership 
in terms of stewardship and replacing in that earth that 
for which it is necessary to continue. 

A list of these concerns of the various gifts, 
here, the management of water resources; pollution of air 
and water; and also, the depletion of resources, particularly 
of - the use of agricultural implements; and then farming 
styles. 

One of the things I Sisko like to add at this point 
is the concern that the Department of Agriculture in funding 
and supportinf farmers would also be taking a great deal 
of care about the use and possible depletion of land quality 
as it is funding those farmers for the kind of work they 
are doings. 

The second, in addition to stewardship is that 
PMELUSULCe. social justice and economic justice. Here 
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again, tensions develop, as they always do, when you work out 
ideas. The fact that the hungry need to be fed, and also 
that the farmers need a just return for their work. 

I have a copy of a study which was two-years old, 
done by the State of North Dakota on progressive land tax 
and I am, indeed, no expert on this but one of the suggestions 
ana efforts.over history,. of course, has been to try to 
avoid taxing those people who have lower income from the 
land that is theirs. 

imamesuresothers.could, discuss,this far better than 
I can myself, but these things to which I refer are part 
of the work of the Department, and surely the work of farmers|, 
so that food prices are fair as the environment produces 
them, but at the same time the church has a concern for 
the poor in our world. 

The only other thing I would like to add to the 
report which is before you, Mr. Secretary, es thesitacte—— 
as you are aware, the International Task Force on U. 8S. 
Food Policy, headed by Dr. George Chauncey of the 
Presbyterian Church, USA, gathers together a number of 
church groups with concerns for environment for farming and 
for the produce that is to be used. 

If there is any value that I would see, particularly 
the Church's participation -- and in the American Lutheran 


Church's statement which is before you, it would be the 
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ongoing value of turning to those people who spend time 
regularly on behalf of the church on issues of food policy 
and hunger concerns. 

These are available through the American Lutheran 
Church, but also through this cooperative venture, the 
International Task Force on Food Policy. 

Thank you. 

SECRETARY BERGLAND: Thank you very much. 

And, now, Mr. Sampson. 

MR SAMPSON: — Thank vou, Mr. secretary. 

We would like to point out several things today. 
Just in opening our comments I think the first is, the need 
to discuss and take a look at the insitutional framework with 
in which the Department's policies and programs can reach 
the American landusers. 

We represent the Conservation District Movement, 
Pica s aupart of that. I think the important thing to 
remember is that the Department's policies and programs 
do not affect directly the way in which land is used. 
They affect the people who use land, and an institutional 
framework has to be able to reach out and involve those 
people. Using the land properly is important; that it is 
economic both in the long and short term, and that the 
Department, indeed, supports that sort of attitude. 


I can find very little evidence that farm size 
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per se is related to the way in which resources are used. 
I think it is more important in the whole issue of tenure, 
how attached people feel to the land within the current 
generation and in intergenerational way. The landlowner 
who feels tied to the land, both in terms of himself and 
his children, is much more likely to provide the kind of 
stewardship we seek in terms of farm resource and management. 

The farmer who feels that he is on the way out of 
farming, for whatever reason he feels that, is not the 
same kind of steward, and then instead becomes a land 
consumer and that can be particularly picked up in an 
urbanized area. It is as true on a 3,000-acre wheat ranch 
or a 320-acre dairy. 

thes problem 1°call. tovyour attention herevis™not 
that we know structure is related to conservation, but 
we don't. There is not enough information. I don't believe 
research has been aimed that way, and the important question 
ever t welare, in fact’ going*to suggest. that certain 
policies and programs aimed at changing the structure Wo Lt 
have any impact. Right now I know of no way to buzid that 
linkage. 

It is true,however, as we look around American 
agriculture today that farmers feel they need a safety net 
under them. I think that i Seaneimpontaney parts On it. 


We think that there needs to be an important 
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policy thrust in helping individual farmers feel like they 
are going to stay in business, and at the same time we need 
to encourage soil conservation and the retention of prime 
land in agriculture. 

There ought to be a way to deal with all of those 
goals simultaneously and we think a partial solution, a 
partial start, lies in a system of providing a long term 
contracting capability between the land user and the 
Department, where he agrees to keep his land in agriculture 
and to use it within the soil, water conservation programs 
and parameters and he is entitled then to some of the 
economic benefits of farm programs, either in an added 
bonus or some other way. 

In other words, it seems to me that we have to 
send a clear signal that this is the encouragement that 
is coming out of Washington. 

I think we need to shift our research priorities. 
We have to talk about sustained yield agriculture, because 
not only is that going to be economically better for the 
farmer iin the Long run, it 1S going to be more stable in 
terms of resource conservation. 

IT hope we can take a look at a system which I call 
Integrated Crop and Soil Management. It seems to me that 
farmers have to look at ways in which they can select a 


variety of crops and management methods that are tied to 
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the soils they have at their disposal, and that they will 
search for ways that they will use that in a sustained 
yield way. 

That sustained yield way might be at a slightly 
lower yield than the Ser maximum, but as the price of 
inputs gets higher, I think we ought to recognize it may be 
a more economic way of production, as well as environmentally 
sound. 

Pinally, JIewould like togpoint out that 1 feel that 
the views of the Department in regard to the problem of both 
soil and water conservation, its dimension, agricultural 
land conversion, its dimension, are being at least down- 
played if nor sort of muted by your Department's publications 
ates: pOLNt.. 

As, Lwlook at the situation, right now, the most 
startling resource trend we have today is to take what 
happened to us in the last ten years in ene of land loss 
to compare that with what has happened to us in the last 
2 years in terms of increased demand at home and abroad 
for products, because when you graft those two lines they 
begin to approach -each other. 

The resource study looks 50 years ahead, and I think 
tat .is.well«and good, but I think the problem is of more 
immediacy, and while I think it is not useful to talk 
about running out of land, or having some emergency, I do 
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Meeirert ts Useful to take a Jook’ at the fact that, at the 
two lines as they converge, it is going to cause serious 
economic implications that are going to reverberate through 
agriculture. They are going to have serious affects on the 
land, and you are going to have to respond to them with 
policy initiatives. 

Thank you. 

SECRETARY BERGLAND: Thank you very much. 

Now, Mr. Rodale. 

MReeROUALE «ss lethink it 1s clear that the structure 
@reegricuiture has changed radically in our lifetime, 
Particular aspects of that change which are pertinent now 
are the increasing energy intensiveness of agriculture, and 
especially the failure of the saewa community to develop 
a productive system that is based on sustainable and renewabl 
resources. 

An additional factor is the reliance of American 
agricultural production on fertilizers and other inputs that 
have to be shipped long distances, as well as the marketing 
system, combined with a market system that is heavily 
dependent on moving the products of farms long distances. 

Because farmers are consuming their capital by 
Earvling to halt soil depletion, and because they rely so 
heavily on both inputs and distribution patterns which are 


heavily energy dependent, it is clear that the current 
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State of American agricultural structure is one of con- 
siderable vulnerability. 

The potential for catastrophe and possibly even 
collapse of this system seems destined to increase with each 
passing year, as population increases, land resources contrac 
further, and energy supplies become less available, or at 
the very least less dependable. 

What should be the response of the Government to 
the obvious need for structural change that would promote 
conservation, environmental safety, better resource use, 
and a resulting more stable system of production? 

Before that question is answered, we need to realize 
that the people themselves are going to have to come up 
with structural ideas and implement them on ther own. 

One example of this type of grass roots answer to 
the problem is organic farming. Organic farming provides 
much greater stability to farm operations over the long 
term through freedom from dependence on high cost inputs 
to the farm brought in from distant points. 

I believe the organic trend is likely to build as t 
threat to conventional agricultural structures becomes more 
apparent to the public and to farmers themselves. 

My feeling is that the great distance over which most food 
travels in its path from farm to the consumers table will 
be seen as a structural issue of paramount importance. 
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We are now a country hungering for more security 
as well as nourishment. Organic farms located near 
population centers will be seen as an essential part of the 
kind of food production structure we need to carry us 
through the coming periods of economic and social stress. 

I hope that the Department of Agriculture will 
recognize that some of its past efforts have helped American 
egriculture reach its current degree of volnerability. 

A varbety of efforts and policies of the Department 
have fostered the use of energy-intensive machines, and 
increased dependence on non-renewable fertilizer elements whi 
would soon be very high in price, such as phosphorus. 

Chemical pest control methods have also been 
supported heavily by the USDA. That has led to the 
creation of a very productive food system, but at the same 
time has created a type of agriculture which we now see to 
be execessively vulnerable, and which is consuming the 
primary resource base on which it rests. 

A proper response for the Department at this time 
would be to in part compensate for past actions by now 
directing a very significant portion of its research, and 
especially, education efforts toward the development of 
agricultural methods based largely on renewable resources. 

Leaders of the Department should build on the 
constructive steps already taken in that direction by 
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Leaders of the Department should build on the 
constructive steps already taken in that direction by 
Speaking out in favor of these methods, and by making 
Sure that its research capability is applied to studies 
which help improve the effectiveness of natural and organic 
methods. 

We feel that the nature of the structure problem 
as it relates to food and agriculture is so large that 
it goes well beyond what the Department of Agriculture needs 
to do. I think it is a question that the public has to 
address, and will address, and its solutions need to be 
comprehensive. 

At Rodale Press we have been addressing this ques- 
tion for the past six months, ae have begun work on what 
we call "The Cornucopia Plan", which is an attempt to 
lay some planning goals for the structure Ofe thew se5. 
food system, especially goals that will help to reduce its 
vulnerability, and make it more sustainable on a long term 
basis. 

ievavesprelininearvedratteotethaty planwhichid gwid | 
heave with you, and it is not ready toa be: released publicly, 
but I would very much like to have your input and your 
actions on it so I will leave that with you. 

Thank you. 


SECRETARY BERGLAND: Thank you very much, Mr. Rodale. 
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T will read your proposal with keen interest. 

Now, Mr. Youngberg. By the way, do you have a 
statement prepared? 

MR. YOUNGBERG: Yes, I do. 

Although the recently completed USDA study of organi 
farming did not directly address the relationship between 
organic farming and farm structure, a number of possible 
implications are suggested. . Before outlining these, it is 
important to note that ones definition of organic farming 
bears directly on the character. 

For example, an utterly purist approach to organic 
farming would probably tend to limit it to relative small 
farm operations, but if organic farming is defined so as 
to allow for the limited use of convention production inputs, 
then organic farming operations would not necessarily appear 
to be limited by scale. 

It is also important to note at the outset, that 
these matters are by no means of strictly academic interest. 
It has been most apparent in conducting this study, that ther 
is increasing concern about the potential limitations and 
adverse effects of our U. S. agricultural system, pk e eablel 
Mlarly in regard to the intensive and continue production 
of cash grains, and the extensive, and sometimes excessive, 
use of agricultural chemicals. 


Some of the concerns are: 
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Sharply increasing costs and uncertain availability 
of energy and chemical fertilizers. 
steady decline in soil productivity and tilth from 
excessive Soil erosion and loss of soil organic matter. 
Degredation of the enviornment from erosion and 


sedimentation, and from pollution of natural waters. 


Hazards to human and animal health and to food safet 


from heavy use of pesticides, and 

Demise of the family farm and localized marketing 
Systems. 

Consequently, many people believe that a shift to 
some degree from conventional toward organic farming would 
alleviate some of these adverse effects. 

How realistic are such beliefs? Is the shift 
feasible? The USDA Study found that in many cases organic 


farming is a viable alternative to conventional agriculture 


and feasible under a wide range of soil, crop and climatic 


eonditions. 

Furthermore, it would appear that most of the 
major barriers to organic farming can be overcome through 
intensified research and education programs and various 
changes in farm structure itself. 

Certain aspects of the present structure of 
American agriculture impede the development of organic 


farming. Organic farming depends heavily on the recycling 
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of plant nutrients. However, major increases in the recycling 
of nutrients in the U.S. may be difficult to achieve, because 
of the large amounts of grain ewexported, or concentrated in 
large scale livestock feeding operations that are far 

removed from crop production areas. 

Increases and recycling of nutrients through cash 
grain farming to increase regional livestock production 
require major changes in U.S. agriculture. 

Indeed, future prospects for large scale shifts 
through organic farming are limited unless substantial 
changes are brought about in public policy. 

With these qualifications in mind, let me discuss 
organic farming as it relates to various aspects of organic 
farming. | 

In general, a shift toward organic farming would 
tend to diversify and decentralize U. S. agriculture. A 
changing commidity mix would be a central feature 
Pee LiveraiversitiCcation. 

One would anticipate a greater vareity of local- 
regional corps as well as increased animal production. The 
exact character of these patterns would vary by region 
depending upon such factors as climate and soil, as well as 
consumer needs and interests. 

Organic farmersarely neavilyeuponscrop rotations, 


crop residues, animal manures, legumes, green manures, off- 
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farm organic wastes, mechanical cultivation, mineral bearing 
rocks and aspects of biological pest control to maintain 
Soil productivity and tilth, to supply plant nutrients, 
and to control insects, weeds and other pests. 

Given these management and cultural practices, 
mixed crop-livestock operation are particularly conducive 
to organic agriculture. 

The local-regional marketing arrangements. typical 
of organic agriculture would, from the point of view of the 
consumer, require greater commodity diversity. It is 
possible that transportation costs would be reduced. 

As alluded to above, a shift to organic farming 
would tend to reduce the high degree of specialization, 
crop mon-cultures and concerntrated mivestoak operations, 
howelound lt U.S. agriculture. 

Consequently, farm supply technologies would be 
affected. Organic farmers rely very little upon so-called 
conventional agriculture inputs such as fertilizers and 
pesticides. Equipment and machinery needs would probably 
be less severely altered. 

By producing the bulk of their plant nutrient needs 
on the farm through legume based rotations and the use 
of animal manures, organic farmers enjoy a greater measure 
of control over productive resources than do chemical- 


intensive farmers. Indeed, achieving a greater measure of 
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self-reliance and personal independence is a major goal 
of many organic farmers. 

Greater reliance on small family farms and small 
rural communities would probably result from the wide-scale 
adoption of organic farming. Heightened local-regional 
independence and a greater sense of political community 
are additional possibilities should organic agriculture ever 
flourish in the United States. 

Finally, the USDA study of organic farming showed 
that the economic return above variable costs for a 
given acreage was greater for conventional farms, those 
using continuous” corn and soybeans, than for several crop 
rotations grown organically on the same number of acres. 

This was largely due to the mix of crops required 
in the organic system and the large portion of the land that 
was in the legume crops at any one time. 

Nevertheless, there are detrimental aspects of 
conventional production, such as soil erosion and sedimenta- 
tion, depleted nutrient reserves, water pollution from 
runoff of fertilizers and pesticides, and possible decline 
Or soil productivity. 

If the social costs of these factors are considered, 
then cost comparisons between conventional crop production 


and organic farming systems may be somewhat different in 


areas where these problems occur. 
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Thank you. 

SECRETARY BERGLAND: Thank you very much, Dr. 
Youngberg. 

Our tradition is to go through a question and 
answer session, and this afternoon we will run to 2:35 with 
this segment. I have a few questions and then I will yield 
co my collegue. 

Very quickly, Dr. Willey, what do you think is 
the proper role of Government in this business of trying to 
find the proper cost benefit assessments in the use of 
pesticides in this instance versus the integrated pest 
management schemes which are available? 

My point is, a lot of this is going to get sorted 
out from the marketplace anyhow peennse ofthe high rising 
cost of energy. 

DeraWloLoeeeerhate iss crue .@fin-fact/Sthistis 
not a policy within the control of the USDA. But, I think 
the control of the price of oil and natural gas over the 
years, which is now being deregulated, has slowed the 
adoption of pest management. 

I think the important first principal for the 
Government as far as pesticides is to try to analyze what 
all the factors are that would be potential barriers as 
far as market incentives go. 


The best example that comes to my mind is the fact 
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that over the years, in addition to a low price for oil 

for pesticides, there has been a domination on the supply 
side of pest control chemical companies. Chemical companies 
are obviously selling a particular product which is one 
tactic through the integrated pesticide scheme, and I think 
the availability of other options to farmers in the sales 
promotion efforts in the chemical companies has acted as 

a barrier. 

The second instance in the larger picture, in 
those areas where the effects of pesticides are not -- even 
if you do adopt an integrated pest management scheme some 
pesticides have hazards. That in those cases the Government 
has to regulate in the traditional sense to try to rectify 
costs that are placed on third parties as a result of the 
use of those pesticides. 

Work on incentives first, and if incentives don't 
work use regulation. 

SECRETARY BERGLAND: Reverend Bergstrom, stewardship 
is generally regarded as a private matter, and the question 
is should the Government pre-empt fhis process in any way? 
We have under the laws of my State of Minnesota authorities 
Bortiat my wite and ~ as owners of a™square mile of “land 
are allowea to destroy if. 

That is man's law. That is the public law. There 


seems to me to be another law, a higher law, more sound in 
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many ways that says, no, no, no, it should not be permitted. 
The word "charge" in writing Government policy, how do 
you reconcile this private rights business? 

REV. BERGSTROM: Well, I think you probably ask the 
question of how you live in this world of God and do it 
fairly and at the same time provide opportunity for growth 
and development? 

I guess what I was saying at the end, Mr. Secretary, 
was, in this process of working out these kinds of places 
where there are other rights, there are agencies such as 
the church, and others, who can cooperate with Government. 

I would say, those again who say there should be 
Separation of church and state, and I say that, is,» true 
in terms of institutions, but there are also places where 
there Gan be interaction. So if people can be taught on the 
basis of process and information which the Government can 
provide as well as the church to show that they hurt 
themselves as well as others by misuse of stewardship, in 
the long run that can be helpful. 

I don't think the Government has to feel that they 
cannot speak Se people about the private use of their land. 
I think it is the way that is done that is more important. 

SECRETARY BERGLAND: We have tended to use a 
tariff approach. Mr. Sampson.is saying there needs to be 
another dimension, and I am going to yield to my collegue, 
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Desecutler. 

DR. CUTLER: You have indicated that conservation 
practices should be followed and the farmers who feel 
attached to the land, that is have a tenure that extends 
beyond their own lifetime, to practice conservation would 
be land consumers. 

How do we provide for that feeling of tenure, long- 
standing tenure or security, and what is the role of the 
Federal Government in that regard? 

Most of the efforts that have been begun in this 
area have been State efforts in agricultural districts, 
or preferential taxation. 

Could you define what you think the Department of 
Agriculture should be doing? 

MR. SAMPSON: Well, I think there are a couple or 
three things that we can think about in the conceptual 
direction if not in the specific issue. 

Thea tirsty thing, thinks isawe have to wdmit that 
stewardship is not exercised in a vacuum. Stewardship is 
exercised in a situation in which each individual person 
finds himself, and to that degree it is largely individual. 

I for one, don't see any responsibility for 
Government to create an individual situation for everyone 
that is of some uniformity or specific character. 

We have to eset eae that the Department of Agricultur 
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programs do affect that situation, and to the extent that 
they have in the past encouraged people, or required people 
for that matter, to use land in short-term ways to meet 
production goals, when those short-term goals were not wise 
in use of resource use we have had some anti-reaction. 

It seems to me the first place we look in the 
Department itself is how to make thoseprograms constructive 
toward, or provide incentives toward, resource conservation. 

The second thing is, I think we need to take a 
look at this whole idea of tenure from the standpoint of, 
what can we do as the public to increase rather than decrease 
the person's feeling that he does, in fact, have some 
insurance? 

I could be wrong, but it seems to me our past 
pecade OresOnorsiistory, of trying to. .solve.this probiem has 
relied very heavily on the regulatory and the zoning and 
other types of things that in a sense seem to remove from 
the farmer the feeling that he has control over his own 
destiny. 

There are a lot of people working today on suggestions 
that include such things as private trusts and other things 
taat may help a farmer to feel like he has, in fact, more 
control over his destiny, and I think that is the area we 
need to now look in. 


If we could, for instance, through a conservation 
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contract, Secretary Cutler, create the situation where that 
farmer who wanted to build a pond automatically had a 404 
permit for that pond, instead of having to go to the Corps 
of Engineers and other agencies to get it, once he has 
agreed with the system that that pond is a legitimate need, 
is it possible not to hassle him from going through that 
other thing? 

We have created some situations where farmers are 
feeling like they are going to be regulated in the sense 
of creating nonpoint source pollution. Can you as a 
Department try to work out an arrangement whereby where 
this person has agreed to and is carrying out a conservation 
system, he is in a sense granted an automatic white hat 
Gromeithatrscore? 

I think in large measure what we need to do is 
create a system of attitude that tells the person that 
he is wanted as an individual out there on the land and 
mf he does thenright) thing; youraretgoing to do .whatiyou can 
from a public policy point of view to help him stay there. 

Obviously, it seems to me, don't create the economic 
climate of his life, and you don't create the economic 
decisions. 

DR.. CUTLER: You are suggesting sort of a one- 
stop shopping approach, wherein the conservation plan if 


accepted by the farmer would also be accepted by EPA and the 
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Crops of Engineers as adequate response to the water quality 
laws as well as the soil water management basis of the 
Federal cost sharing by USDA. 

What do you suggest we do with our publications? 
You say they downplay the land conversion and soil loss 
issues. Are they too technical or are they simply just not 
wide enough, or aren't we doing enough in this area? 

MR. SAMPSON: Two or three things. It seems to me 
right now that there seems to be a reluctance onthe part 
of the Department. It seems to me to look at the very curren 
break-even trends. 

PeLIncm CeaealstuLo1no cengency) to 100k at. the 
trends of 1914 to 1964 and 1974 and extend them. I could 
be dead wrong, but I have the basic gut feeling that we 
have seen some things change direction in the last decade 
as regards resource use, as regards population dispersion 
in this country, and as regards a great many things. 

Pecnink we need to.do two things. One, 1 think 
we need to look very hard at the very latest data that we 
have and think about in terms of what it is telling us at 
the very last moment. And, secondly, I think you have the 
only mandate in this town to develop the kind of data that 
can improve our ability to keep track of what is happening 


at the moment. 


I see us -- and this is personal and has every 
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opportunity to be in error -- but I see us as going through 
a period of transition, and Invthat perloc.oLr transition 
in terms of land use and implications of land to our whole 
production system, I think it is deadly serious that we 
be as on top of the data and trends occurring to us right 
now that we can, because to the extent that they have 
changed direction, looking at the historic data and under- 
standing it gets us farther from reality. 

DR. CUTLER: I would like to ask Mr. Rodale and also 
Dr. Youngberg and Dr. Willey what present traditional lines 
of USDA research and possibly extension, they would propose 
to reduce in order to provide increase of services for the 
kinds of programs they have asked to be expanded on integrate 
pest management, on organic farming and things like that? 

The things that Secretary Bergland and I face is 
is the anticipation that the budget for agricultural research 
will not be expanded in the years ahead, and we need to know 
what you think we ought to cut as well as expand. 

MR. RODALE: I think we need a growing awareness that 
it is wise to put some limits on the intrusions of technology 
into basic human concerns. 

I am not saying that we should go through the 
research that is done by the Department of Agriculture and 


say, this is too chemical or this is too technical and 


shouldn't be done. 
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But I think what we are seeing now in the 
basic, fundamental change that is going on in the whole 
industrial world is that our infatuation -- maybe that is not 
the right word -- but the confidence we had that there can 
be a technical fix to every problem is called into question. 

There is a new concept of scale that is coming in. 
Vershave seen it with our automobiles. The cars that are 
too large and use too much gasoline, and we know with 
airplanes, the supersonic transports, the faster it goes 
the more energy it uses. 

mhewsame Logicl applies “to farming. “And, to farthing 
eyetens. ~ Now, Iam not really against large farms. = I think 
there will always be large farms. I think I am partial 
to small farms, but it is -- there are probably things wrong 
with small farms too. But, I think if the Department of 
agriculture would look at its research and say, maybe a 
harvesting machine should only be so large, or there should 
be a limit of weight and horsepower if we are investing money 
in developing machines, tractors, or whatever systems, they 
Decaverve large... Let's putva Limit on that: 

SG,;=LO me, that makes a lot of sense. Not only 
largeness -- okay, let's say largeness, energy intensiveness, 
and maybe artificiality. There are certain system that 
ace gosngeaintoe-— that» are» becoming» too chemical” or too 
dependent on synthetic chemicals, so I think the payoff would 
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be a positive payoff both to the Government, and especially 
to the farmers and consumers if we did begin to perceive 
very clearly the limits of technological development. 

DeeeCUlUnR: sel nankevyOu. Dr. Oungperg. 

DR. YOUNGBERG: I think that is an excellent question 
Pnara ditficult one to answer. I would offer this, at least 
for your thinking. 

I am wondering if it would take a tremendous 
increase in the absolute sense in terms of funding to do 
fais Kind of organic research? What I think may be useful 
in this regard is to attempt, more than in the past, 
integrate much of the research that is going on, and that 
doesn't only relate to organic farming. 

We see the need for a mhorrente integrated research 
program in organic farming. There are many programs. The 
IBM, the current research in tillage practices, organic 
waste practices, and I am sure others which are perhaps done 
in a piecemeal and fragmentary way, and may not always 
relate very well to extension efforts. 

But if there could be improved coordination into 
these things, it may not take as much additional funding 
as we think. 

DR. CUTLER: You are on the Users Advisory Board, 
So you have been exposed to the Department's research 


extension programs in some depth, and have some feel for the 
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size of the budget and how it is spent. 

Do you have any suggestions on ~~ along these lines? 

DR. WILLEY: The first thing that “you are aware of 
is, I am sure, that the Advisory Board has not been able 
to agree among itself on the cuts to be made. 

I have advocated at Board Meetings, and continue 
to advocate in order to try to determine where priorities 
ought to be set within the research and extension budget, 
one has to start with what one's objectives are. 

I don't think they are truly spelled out, and 
historically short-term production as much as anything has 
been the goal of Research and Extension programs in the USDA. 
And, production is important and will always be important. 

I would like to see that the criteria for research 
programs be sustainable for production that can continue 
over many years, rather than reap short-term benefits. 

I think that criterion would apply to che existing 
moDeLoLLO Of research programs in USDA. You Wier 
plenty of places to make cuts. 

I think the second thing that is important is for 


you to understand the kind of research going on in the 


private sector and look at those areas in which concentration 


particularly on the supplying industry gives one some 
reason to believe that that research is going to continue 


anyway, and I feel USDA should not be involved AmeaupLicacan 
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what the private sector does. 

You will find many examples where USDAs role ought t 
be moved on to more sustainable types of organizations. 

By the way, many of the types of fertilization and 
pest controls, I don't consider to be sustainable. They 
create problems in the long term. 

I think USDA ought to be aware of that and allocate 
its research accordingly. 

SECRETARY BERGLAND: Thank you very much. 

Howard? 

MR. HJORT: I am going to try to have a general 
theme in the questions and then come to a specific question 
for most of you, at least if we have time. 

The first specific question. How many of you 
believe ene eive are maintaining a natural resource quality? 
Are we depleting our natural resource base at the present 
time? How many believe we are depleting? 

All right, so my general question is, what should 
we do as a society to reverse that trend, and to see to it 
that the subsequent generation is in a better position than 
we? And, that is kind of my general approach. 

Dr. Willey, I will start with you, and since you 
mentioned water, and was~- one of the few that mentioned 
water in the West and in the Southwest, where we are depleting 
our water resource base, our groundwater base,what is the 
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role of Government there. Should we let that take its 
course and let those communities have to shift to an alterna- 
tive agricultural base away from irrigation and so on, 
Oreis there a role for Government, and if so, what? 

DReeWioe ee lech inkethestirst = thingethabetiesU..o- 
Government can do is to make sure that its not giving with 
one hand and taking with another. 

I think you can find examples of that.in which some 
policies of USDA will provide incentives for growers to do 
one thing, and other policies that will provide incentives 
BOL another. 

We have got to remove the contradictions. I suppose 
the best example aresome of the commodity support programs 
which give growers an incentive to maximize production, 
which in many cases will conflict with long term resource 
objectives, certainly in the high plains of Texas and other 
areas where some support crops have been developed over the 
years on the basis of groundwater, and the strains of crops 
that are used in developing those areas, were strains of 
erops which tely.on an accompanying amount of water has 
aggrevated the groundwater overdraft problem. 

The Department of Interior is also at fault in its 
programs too. The first thing is to try to present an 
incentive for growers to pursue agriculture in such a way 
that resources aren't depleted, and the way to do that is 
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not to have conflicting signals. 

If we look now and we have incentives for soil 
conservations, but in many cases I believe those are washed 
out by other incentives on the commodity side, so I don't 
think we can conclude that incentives haven't worked. 

I think we can conclude that we haven't given a 
consistent set of signals. 

MR. HJORT: Is that latter because of market forces? 
It wasnt' economic for those guys to put those wells in 
down there, and then they put too many and it was economic 
for them to grow those crops they did. 

Nowe Goes estamtingdeto sgoethe. other way)..e9ithe 
Bconomic forces will takeecare tofwity Wit iisia fairly brutal 
Way LOY it to *take*carerof it. 

Specifically, do you think that there should be 
a Federal law that would limit the number of tubal oils 
that Can bes put in*per uniteofiispace? 

DR. WILLEY: The whole question of groundwater 
management, you know that is entirely controversial and 
virtually unregulated in most areas. 

I wouldn't suggest to the Government that they 
Snoula trys to regulate. it. 

Mie noone | buteanybDody —— 

Drei ouoew eeecom t thinks] 


MR. HJORT: What about the states? 
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DReeWILLEY:= The-ultimate TESponstoLiicy whl tall 
Gnethe= states, or a combination of the states and groundwater 
basin authorities yet to be established in most areas. 

The reason those overdrafts have occurred is that 
water has been basically a free resource. It is because 
it has not been regulated and there hasn't been a marketplace 

One other point. I think the overuse of those 
groundwater aquaéfers has been aggrevated by the introduction 
of species of crops which require a lot of utilization. 

I think USDA can do something about that. 

Loemeyebeewin the long run, given DarLiculamiveciat 
it is going to take so many years to recharge the groundwater 
aquafers that certain types of farming would be the solution, 
Stbedstein the=short term. 

But, in some cases it will take -hundreds of years. 

MR. HJORT: Dr. Bergstrom, how do we reverse this 
trend we have underway, depleting our national resource base? 

REV. BERGSTROM: My answer would sound very simplisti 
compared to the other three gentlemen on the panel. They 
obviously have more experience with the specifics you have 


been directing in your questions. 


Putyet WOULG at least respond an a general way. 
Coming from an organization called "The Church" which has 
often been totd, "you oughtn't to be meddling in that", 


I think the Government has a place to try even by regulations 
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once in a while to reverse trends, and obviously that is 
not going to be popular in specific areas. Different venture 
and steps will be strongly critized, but if you can get 
people to feel they are involved in that and they are 
still owning their property and particiating, there will be 
an unending, continual process. 

MR. HJORT: Would you -- I guess we had better move 
on or we will run out of time. 

Mr Sampson, I have asked the general question, 
thinking of it more in terms of land, but I did have a 
specific that I wanted to ask you. 

You made a comment tenants, or owners, and so on,-. 
I want to turn that around another way. Do you detect that 
there is a significant difference in appreciation of 
conservation by age? The young farmers have less apprecia- 
tion for the conservation -- or whatever you want to Caisleet te 
than the older ones? 

MR. SAMPSON: If I detect a difference, I suspect 
it is the reverseof what you just said. Going back, par- 
ticularly in the areas where we have tried to put together 
farmland retention programs, the strong supporters there 
have been people like the Young Farmer's Organizations of 
the farm groups. 

The people who see -=- the 35-year old sees himself 
As etryings cto stayin business until he is 60, has a very 
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different attitude then the fellow who is 54 to 56 who 

sees that his sons and daughters have gone to college and 
seem to be perfectly happy not working as hard as they 

had to at home, and has very little intention of coming back 
to the farm. 

He begins to take a look at that land in terms of 
its value as sale property, and what that sale property can 
do in terms of his own personal retirement, and to those 
people who have worked a lifetime and lived for and in the 
process and are often darn poor, the last remaining bastion 
of value they have to show for their work is that land 
value. 

Consequently, they seem to be getting to look at 
it as a commodity at that point. 

Again, I don't know that we have good information 
Peatnis a iatebotherssmerd little bits with -50 percent 
of our farmland currently being rented, as compared to the 
other half being owned by the person who is out farming it, 
it seems to me relatively easy to start to get some insights 
as to this. Some on the effects on the land that we can 
detect. 

I think it is there to get, and I am encouraging 
you as the Department to see if we can't get a little more 
of that, because I don't think that there is nearly enough. 


MR. HJORT: Did I gather from your statement you 
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would favor tightening the screw, so to speak, that if 
people are going to be eligible for benefits, that there 
would be a conformance with a plan or a requirement that they 
conform to certain basic standards with respect to use of 
the natural resources? 

MR. SAMPSON: I don't think I would go that far at 
Piecepointemm. cdontitethinksthatele canspickmupy aroundsthe 
country any support for the notion of compliance per se. 

You can discuss it in academic terms, but when you 
get out and start to discuss it in terms of real people 
they see it as the Department imposing another regulatory 
lid on them. 

I think that is one where we are clearly going to 
have to give incentive signals to the people who WitLiedoxso 
voluntarily. 

I think the economic implications of either one, 
if you consider them in the neutral economic sense are Simila 
but the perceptions of people are so different, tha twelethrnk 
we have to thinkin terms of economics and bonus incentives. 

MR. HJORT: What if we don't have money for incentive 
What if the people of the United States decide that we need 
to have balanced budgets, and we have the choice then 
between regulation or individual -- an education program 
with individuals, but incentives are out? 

MR. SAMPSON: I realize where your question is 
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S-o1ng) fuom, tandwl, am not, ready at. this point; 2 think, to 
admit that we don't have money enough to do what we are 
Perliaing. about. 

It seems to me far more logical, when those 34 
programs you have in this Department todat that affect 
private land owners, are running somewhere between a-quarter 
and 35 percent of what this Federal Government spends, and 
when we take a look at the public's awareness that something 
is wrong with the resource base, I am simply not to ready 
to roll over and play dead yet. 

You could double and triple some of the incentive 
programs wren you have in place right now, and to the folks 
who have been fighing to get that last million dollars for 
25 years, that seems like a tremendous amount of money. 

In comparison to what we are doing today in this 
national economy that is going for sheer consumption, I think 
WemshoOuldvbpultdsthat.case and» fight fortite, Ieamsaclearly 
not ready to take that option. 

MR. HJORT: Just a specrfic then. Would you favor 
requiring those who accept incentives and Federal assistance 
to pay it back when they tear out the stuff that was paid 
Sepang 

MR. SAMPSON: Yes. I think the programs that have 
long-term contracts with payback provisions have provided 
an incentive to do something. 
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Me eHUORT: PiMrs Rodale »-wouldsyou Lavon a-rax,on 
agriculture products that would earmarked for insuring the 
maintainance of our resource base? 

MR. RODALE: No. Of course, I have not had a chance 
to really think it true, but my initial response is that that 
would be counterproductive. 

It would create a resentment rather than a support 
for the idea of protecting resources. You know, this questio 
is so tremendously important. We are talking, really, about 
the survival of the United States, because the soil -- the 
fact that the United States has so much rich soil located 
in such wonderful climatic regions is the foundation for the 
basis of national strength. 

We are clearly not respecting that source ObeOuL 
strength and we are spoiling it, and it has to be approached 
for all angles. 

You people have to do what needs to be done from 
the Government point of view, and the public has to do a 
lot too. I think there is a very large moral dimension here 
and that is the thing that interests me. 

I feel that all of us have to begin acting as if 
we are the agents of generations that aren't born yet, and 
when you start thinking that way Liawmakes eintoO wa moral, 


almost a religious, issue. 


mM thine wam-not bywniaturesagreligious person, 
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but I think we are probably going to get a whole lot more 
religion on this issue before not too long. 

MR.HJORT: Which way does that lead you in the way 
of a solution? Laws and regulations. The laws of the land-- 

MR. RODALE: Speaking personally, I am not favoring 
laws and regulations as much as preaching. I think you have 
to just reach the hearts and minds. 

MRosHIORT?"" “Education? 

MR. RODALE: Not education in the pure sense, but 
really missionary, one on one. Just missionary work. 

REV. BERGSTROM: I have to break in. There are two 
good religious terms, law and gospel, that will have to be 
used. 

MR. HJORT: Mr. Youngberg, do you foresee in a decad 
hence or two a noticeable reversal from what we have been 
observing for decades, and that being increased -- an increas 
ing trend toward specialization to where we all see a 
noticeable reversal to diversification, and the more self- 
contained farming unit? 

MR. YOUNGBERG: It is always difficult to separate 
Vour hopes Lrometie-Lacts of the matter in this” kind of 
an insstance. 

PEVCULOMLNEN ne tliat wLnerenares indicators, Dr. HyOrt, 
that that will be the case. There are some indicators that 


that is the direction we will have to move into, at least in 
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part. Perhaps not a wholesale change, but a move in that 
direction. 

Many, many more farmers are talking about this it 
seems to me. It is happening to some extent right now. 

MR. HJORT: That, of course, has major implication 
for all of the other things we have talked about. That 
is a possible solution. We do have a self-contained unit 
where the fuel is produced that the operation needs either 
for production or what. The processing facilities that that 
operation would have. 

Miesrent1l1zereis produced on the unit, or atyvleast 
one is minimizing the need for energy from external sources. 
You really get the impression that this is taking ahold 
rather quickly, and it is going to be something that will be 
noticeable soon? 

MR. YOUNGBERG: I think there is burdgeoning interest, 
VWecmelamenot, Gulte sure quite how to characterize it, 
but I think not only in the farm sector but in the urban 
sector as well thew is tremendous interest in these matters 
we have been talking about. I think so. 

MR. SAMPSON: If I can say something briefly? 

I think a better word than "self-contained" is "self-reliant", 
and I believe there are an awful lot of producers around 

the country who wish to feel more self-reliant. More able 

to cope with what they see as a lot of uncertainties, too 
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many of which are controlled by people who are too far away 
BoomeOOTfariout o£ control. 

I think while self-containment on each unit is 
probably not what we are after, we are not ready to return 
to subsistance farming. We are after ways inwhich self- 
reliance and self-confidence in ones own abilities can be 
improved. 

When you do that, that relates to the feeling-about 
tenure and the land. 

DR. BWELLEY: «Mayet comment oon that? = In lookwvat «the 
statistics onfarms, I just don't read any evidence to date 
that there is a reversal towards specialization and increased 
Size on farms. 

I guess my view is that it is very important to 
educate people, and I think there is a certain movement in 
this country to be aware of the benefits of diversification 
in small farms. 

But, I think, once again you have to go back into 
history and understand the policies that have traditionally 
regulated farms and given farms incentives to get big. There 
is a cause and effect that we see today. A result of several 
decades of policy, and that until thosepolicies are changed 
in a dramatic way towards new goals, I see a serious obstacle 
toa diversification, size change. 


MR. HJORT: We not only thought that water was free, 
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we thought that energy was also. So, what we are talking 
about, JI think, 1s a modification for the unit to accommodate 
Pom ict . 

SECRETARY BERGLAND: Gentleman, time is unfortunately 
flying by. Just a general observation. 

During my lifetime we invented and applied almost 
all of modern technology in agriculture. Resulting increases 
in yields have led to public programs which encourage large 
areas of cropland to be put into conservation practices of 
one kind or another, and by different definitions they have 
all been designed to conserve soil for posterity. 

During my lifetime we have continued to pave over 
about 3 million acres of cropland each year, going to nonfarm 
uses. Now, we have not ere eer in places foreLosoe 
We have a third of our production that will be exported, and 
the world's food requirements will probably double in the 
next 50 years, and as matters are going we will keep on pavin 
over 3 million acres of cropland each year in the United 
States. 

Coupled with economic problems -- I was in Iowa, 
where many farm families, because of economic circumstances, 
in the cattle business were forced to sell off the cattle 
and put their land into corn and soybeans, which was a 
disaster. They are trapped and can't get out. 


So, we need to look very carefully at a long-range 
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of matters, including highest and best land use, including 
ways of helping persons convert from an economic plan they 
know makes no sense, but they have no choice because of 
economic forces. 

We don't have time to examine all of those today, 
but those were the kinds of things we would like you to 
look at and prepare for a year hence. 

Thank you very much. 

(Applause) 

SECRETARY BERGLAND: I have one significant change 
in the agenda. Mr. James Sanford who is President of the 
Southern Cotton Growers, Incorporated from Alabama has been 
granted five minutes time in which to present his views. 

Meo anLOLa. 

MR. SANFORD: Thank you, Secretary Bergland, Dr. 
Post ,oecretary Cutler, 

I am Jimmy Sanford and I wish to thank you and the 
Hepartmentetor this Opportunity to present the views of the 
Southern Cotton Growers, Inc. on the Structure of American 
Agriculture. 

History has proven that American agriculture is 
and has been the most efficient in the world and has made 
the American consumer, American business and world trade 
thermajor pbeneticiary of the U. S. farmers unmatched and 
unparalled farm productive Capacity, 
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One of the major reasons for the American farmers 
unexcelled production ability has been his freedom to move 
from one crop to another, from one size to another, and from 
one type of operational organization to another. This type 
of structure has been allowed for two primary reasons. 

First, our nation's founding fathers provided 
this freedom which is so necessary in America to operate 
within a political structure which allows the freedom of 
choice by individuals. 

Second, American agriculture is the only pure 
competitive industry in existence in America today. These 
two principles must be maintained at all costs. 

Mr. Secretary, we oppose any extension of Government 
restrictions or regulations on the ownership of assets and 
chosen methodof operation by U. S. farmers. 

The Southeast is the area of historically small 
farms and remains so even today compared with other farming 
sections of our country, whether individual partnership, or 
corporately structured. However, if we in the Southeast 
had been limited by whatever means in our ability to freely 
grow and change our operations, there would be many less 
productive farms in the Southeast. 

Increase in size during the past years in the 


eoutneastanas enabled) our farmers to”. incréase| production, grogs 


and net income, yet we still fall far behind on the national 
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average. No farm operator, regardless of his size or 
structure, will long remain if his ability to produce net 
prorit is ‘limited. 

Based upon the information I have read, it seems 
that Federal policy and regulations being promulgated by 
bureaucracies are moving towards programs and requlations 
which would severally limit the American farmers ability to 
produce effectively and profitably which has over the years 
given the American consumer the cheapest food and fibre costs 
in the world and has allowed those same consumers to pursue 
other endeavors of employment. 

To us, it seems a dangerous trend. A philosophy 
which, if materialized will lead commercial agriculture 
production in this nation to higher food and frbre prices 
and severely limit farm production efficiency and capacity. 

The problems facing American agriculture is not its 
structure, but rather Federal farm policies promulgated by 
bureaucracy and implemented on the basis of cheap farm 
prices and world political considerations. These policies 

are making American farms subservient to these national 
goals and objectives which entirely are not imposed through 
the elected officials of our government. 

ipereacing the! Structure Issues of American Agqri- 
culture and Another Revolution in U. S. Farming, both 


published by the U. S. Department of Agriculture and prepared 


Acme Reporting Company 


(202) 628-4888 


- SOB TE 


oes 


+i 


IV bowe 


—* 


Some 


239i 


re | 
‘ 
— 
a 
ve eed 
4 
t 4 
° at 
m ‘ 
4 
mn 
* ri 
4 
& 
é 
nm 
e 
~ 
4 
‘ os 
~*~ 
a) 


lovol sedsouA bad wepdig 


ay @& # 


._PeOLerTAs 3 


ra 
é 


‘fon 


24 Tmt ane* .3 o7 ode va | 


. 


a © 


ee 


y 


o PStaqgsyG hes stazios 


462 


by staff economists, I find some good theories and some good 
hypotheses supported by some informative and historical data. 

However, I am appalled by the erroneous implied 
thesis which your staff has put forth in these two publica- 
tions. Size méthod of operation and technology are not the 
causes, only some symptoms. 

As economists, if these people had stuck strictly 
to their discipline of economics, those two publications woul 
have had a different thesis than the ones which they portray. 

In deference to time, I will not follow the 
prepared testimony as presented. 

Mr. Secretary I would like to refer to Robert 
Malthus, Reverend Thomas Robett Malthus and David Ricardo's 
theory of the "law of diminshing returns", which is cited 
On pages three and four. 

In the two USDA publications mentioned herewithin, 
several of the contributing authors are referred to as 
economists. Some of these have gone far beyond the 
realm of their discipline in their presentation. 

For example, in the paper entitled "The Structure 
OppAgcriculture: An overview of the Issue”, J. B. Penn 
werers to the “beginning of the farm problem”. He states 
a thesis that technology has reduced the need for people in 
farming and their numbers have declined significantly, and 


this creates the trend to larger and larger farms which are 
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usually corporate in entity. 

He further states that this technology which provide 
the mechanical cotton harvester transformed agriculture in 
the deep South producing one of the greatest population 
shifts this country has ever experienced. He noted that 
thousands of Blacks migrated from farms in the South to 
urban centers of the North. 

Mr. Penn credits this exodus on technological 
advances and, in particular, the introduction of the 
mechanical cotton harvester. 

However, the mechanical cotton harvester was provide 
by technology in 1936 and was commercially available since 
that date. Furthermore, it was not commercially accepted and 
adopted until the middle of the 1960's to which Mr. Penn 
references. 

Why did the cotton industry wait so long to adopt a 
technological advance such as the mechanical cotton harvester? 
Why did the high plains area of Texas adopt mechanical 
harvesting more than a decade ahead of the South? The 
exodus of the Blacks is more closely correlated to the 
enactment of minimum wage for farm labor and other socio- 
economic programs which were introduced in the 1960's than th 
correlation between the mechanical harvest and the technology. 

The farm labor minimum wage ushered in the mechanica 


cotton picker which was needed to replace the labor which was 
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leaving for urban centers. Thus the acceptance of the 
mechanical cotton harvester in the South was a symptom or 
eresult and not a cause. 

in the same presentation, J. B. Penn suggests that 
there are many sinister forces which singly and together 
determines farm sizes and structure and will EeESO Et i 
left unchecked, in fewer and fewer farms of larger and larger 
size. 

He addresses the guestion, "What do we lose if it 
does occur". He answers his question by inciting fear by 
Stating that the trend is practically irreversible now and 
is likely the last time society will have the opportunity 
to make the choice. 

Is this "economist" disguised as a reincarnated 
Malthus overstepping the boundary lines of his discipline 
of economics. 

Mr. Secretary, I would like to cite on page seven, 
in our annual meeting in January, this year our Board adopted 
a resolution which states: 

We oppose any type extension of Government restric- 
tions or restriction on ownership of assets. 

I would like to thank you, Mr. Secretary for this 
opportunity to present our views. I will be most happy to 
discuss or answer any questions. 


SECRETARY BERGLAND: Thank you very much Mr. Sanford. 
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I have one question. You made a good case for 
free enterprise and complete unfettered competition. I 
presume you are thinking in a global sense? 

Mie ANE ORD? = SYes:: 

SECRETARY BERGLAND: Because it is a global market 
we are dealing with, so that means an unfettered trade, both 
exports and imports. 

MR. SANFORD: Yes, sir. From the standpoint of 
competition you are referring to peer SCOMDCLL TE TO mews 
referring to American agriculture. 

SECRETARY BERGLAND: That means only unlimited 
exports would control imports? 

MR. SANFORD: That means that a farmer has free 
access to the export market within the pervue of the 
Government, and that also applies within -- 

SECRETARY BERGLAND: Would you extend that same 
basic freedom to foreign investors in U. S. farmland? 

MR. SANFORD: I personally believe that foreigners -- 
I mean foreigners investing in farmland should be registered, 
but I feel that they should have a right to invest in 
America. 

SECRETARY BERGLAND: How do you think Federal sub- 
sidies should be directed in agriculture? 

MR. SANFORD: I think that the Government from a 


national standpoint hasvan obligation to’ provide disaster 
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help on an area-wide basis. I think taxpayers funds should 
be available for research and development through the land 
grant college system such as Title 14 of the 1977 Congressional 
Act suggests, and these should be the subsidies that 
American agriculture should get. 

SECRETARY BERGLAND: So Government should serve as 
a lifenet, complete, free, unfettered and price should not 
be the only rule? There should be some involvement in case 
of natural disaster? 

MR. SANFORD: Certainly, yes, sir. 

SECRETARY BERGLAND: Should that subsidy extend 
to the big as well as the small farms? 

MR. SANFORD: Yes, Sir. 

SECRETARY BERGLAND: Thank you very much, Mr. 
Sanford. 

Our next panel will discuss the question of The 
Role of Government: Regulation and Risk Management in 
Agriculture, and it is composed of Ms. Gail McPherson from 
New Park, Pennsylvania, representing American Agri-Women. 

Mr. Clarence D. Palmby representing the Chamber 


of Commerce of the United States. 


Mr. Jack Felgenhauer, representing the National 


Association of Wheat Growers. 


Mr. William Mullins, representing the National 


Corn Growers Association. 
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Dr. Luther Tweeten from the Oklahoma State 
University. 

And, Mrs. Nita Gibson from Seminole, Texas, 
representing Women Involved in Farm Economics, sometimes 
known as WIFE. 

Ladies and gentlemen, we appreciate your coming 
today, and we will start off with Ms. McPherson. 

MS. MCPHERSON: Thank you, Mr. Secretary for this 
opportunity to present the views of American Agri-Women 
concerning government regulations and risk taking as it 
Perecesectoethe structure of agriculture. 

Porst,  letaus Goto some definitionssoc tne 
term "Structure" which has been such a valuable word in 
getting these hearings well publicized and so well attended, 
that as I understand, 10,000 pages of testimony have been 
filled to date. 

Aside froma building, structure means a complex 
system considered from the point of view of the whole, not 
just parts of the whole. Structure is anything composed 
of parts arranged so as to present organization. And structure 
Signifies the arrangement and functional unity of all its 
parts. 

If there were anything significantly wrong with our 
structure of agriculture, how would it be possible that 
America has been propelled into the position of World Super 
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Power by a mere two percent of its population; that 
Americans spend only 14 percent of their disposal income for 
food, less than anywhere else in the world; that American 
farmers have produced, as well, a $15 billion positive food 
trade balance; and that American consumers have at their 
disposal the most bountiful, highest quality food and 
fiber in the world? 

At our farm, when something isn't broken, we don't 
OS A a ae lee & a 

These hearings have been focusing on theproblems 
of ownership, production, distribution and consumption of 
Sericultural,products. if there were any problems in any 
place in the arrangement and functional unity of ownership, 
production, distribution and consumption of these products, 
it would be beyond the scope of representative democracy 
to change this complex system without annihilating the free 
enterprise system that has made America great and given U.S. 
agriculture the ability to achieve its present structure. 

Farmers don't need to be changed to better fit 
into a proscribed structure of anyone else's with our past 
record... We also don't need to be put on the defensive by 
our Government. 

Wie believe that any structural problems that may 
exist in relation to agriculture and the free enterprise 


system emanate from our Government, which has allowed 
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zealous regulators to tamper with the rights and abilities 
of farmers to function in the role they know best. 

Regulations are turning dirt farmers into paperwork 
farmers, putting the most productive segment of the American 
economy on the defensive against adversary agencies, whose 
intentions, although well meaning, are throwing a monkey 
wrench into the finely tuned timing of the great agriculture 
machine which feeds this country and much of the world, while 
at the same time cutting into already narrow profit margins. 

It is within the power of you who work within this 
Government to change the Governmental structure which is so 
adversely affecting the ownership, production, distribution, 
consumption of agriculture products by standing up for 
farmers who are beseiged by a miriad of regulations. 

I am going to have to skip many of my examples here, 
but I do refer to the Department of Labor as it affects 
agriculture, to OSHA to FLCRA, and I ask where is the USDA 
when we need help? To the Department of Interior, to the 
Bureau of Land Management, to many of the additional costs 
which Government regulations have imposed upon us, and 
the entire food system. 

In 1977, food-related bills accounted for 50 
percent of all legislation introduced into Congress, most 
of which called for more rather than less legislation. 


There are 100 Federal laws that apply to the 
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production of one can of tomato soup. Is the USDA calling 
eeas. tO all of this? No. And, this summer it is going 
Pomcuc peaches, just looking for split pits, or some kind 
of internal damage, even though the growers have proved this 
procedure is illegal because no hearings were held, because 
the farmer cannot pass along his added cost, he becomes 
the ultimate consumer, with ever-increasing pressure from 
bureaucratic regulatory agencies that are forcing his 
costs ever higher. 

You can loan us all of the money in the world, but 
mnat) good 1S it if we can't pay it back? And, when 
we can't, what will become of our farms? 

To date, bureaucrats and regulators haven't produced 
one drop of milk, one piece of fruit, one bite of beef, one 
bean or pea, one bushel of grain and you can imagine our 
frustration when they say,"We are the Government. We have 
come to help". 

Ne can't afford this help. We are being strangled 
by good intentions. 

It was the agriculture community that sponsored the 
Forum on Regulations, and it is significant to observe that 


when the buck stops with you, you are the one to try to 


change the way people think. 


£ 


We believe that were everyone made fully aware of 


the burden of all regulations affecting its industry, any 


Acme Reporting Company 


(202) 628-4888 


a4 
a 
- 
. 
es 
" 
_ 
mm 
7 
4 


to soivorbe 
“7 
tod €2 4) tania 2 gu, 5 sida¢ » Ite og. 3z * 


ary a - =~! Doce! vr 


is 


i] / ae i tee «Bc 
f z bea vies x2 


a ‘s o 5 = e ja 2nd 455 wo 


- 


yi ea YOOS cole colsersse 


»"Gler od =nage 


: oried Azs et ids Beette sean on: af 


~ 


i) |  -tnntseernt doops 


- 


1 te Scarce Of Teel sles ef tsb iin yal aal ees (core 


| 
| t? OF Ono Sh2 meer uoy .. f entaich 


J Tslpwiige sadr yi scour suntigoisen oe eaw Jt nee 
| 


very 
fra 


industry, and thereafter, allowed to assess the complex 
interrelationships of these regulations and their cumulative 
effects on the industry, then changes would surely follow. 

Until that is accomplished, only agriculture 
shoulders the full burden, the full risk for the price of 
regulation meant to take away all risk from the balance On 
society and itself. 

Tf it cannot, then its structure of ownership, 
production, distribution and consumption is at stake, as is 
the entire economic structure of America it upholds. 

All the farmers wants to do is produce food, and 
dirt farmers are better than paperwork farmers. 

I would refer the structure of agriculture as it 
relates to Government regulations is very much like an 
unpruned tree. It is supporting the dead, weak, nuisance 
limbs that do not produce fruit, and often interfere with 
the healthy ones. Uncontrolled it will continue to grow 
rampant, wild, with its fruit becoming runted, scabby, 
insect infested, unfit for human consumption. 

I would suggest that the Government could take a 
lesson from orchardists who prune their trees annually, and 
I describe how that will be done. 

Thank you, Sir. 

SECRETARY BERGLAND: Thank you very much, Ms. 
McPherson. 
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Mine Paimby: 

VeeerriuMeyY 2m Mowesecretary, Mr. Hjort, 1 shall make 
my remarks very brief, and I wish to depart from my text 
and only wish to emphasize one general comment and then 
one specific. 

I specifically want to comment on behalf of the 
agricutlure business interests who are members of the U.S. 
Chamber, and to best describe those interests, I would like 
to share the observation, if I may, Mr. Secretary, that they 
are the businesses, using my terminology, that contribute 
really three things to agriculture. 

One, they contribute time, utility, meaning risk 
management, transportation and all that that means, and 
ara bly jetorm utility which best describes those members 
of the Chamber that are involved in processing and changing 
the form of that culture, Commodity. 

The Chamber has long had a policy position which 
I ‘think maybe reflects an overused term and I want to read 
that and then comment on it generally. 

That is, that the Government as well as private 
industry must guard against the encroachment on our com- 
petitive enterprise economy, and using my terms as that 
relates to risk management in agriculture. 

We detect, particularly in the legislation introduce 


some of it ocasionally heing enacted, that does change the 
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relationship between commodities, or between the finished 
products derived from thoseproducts. 

Everytime that is done, that does impact not only 
the cost of investments going into that food and fiber chain, 
but also the risk. | 

So, I share with you that every intervention 
legislative, or by Executive action, does impact upon the 
cost of capital investments that we in our Chamber membership 
need to hold the state current to supply the food and fiber, 
and then specifically I do want to take one minute to 
illustrate what I do think is Government intervention. And, 
what I think is an impractical and in a costly manner, and 
which will prove if carried to its ultimate in continued 
and future legislation, to be not in the best interest of 
the food chain. 

That is the concept of tying commodity loans and 
Perger prices to cost Of production averages. That; because 
Penot only aistorts the efficient allocation of resources, 
it is alien to what our system has been today in farm 
programming, and it ignores the application of improved 
technology. 

Specifically, and I know I can upset commodity 
groups by saying this, that the present efficient payments 
made to grains and not corn best illustrates what I think 


is a distortion of the system, in that it contradicts what 
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I think should be a market orientation factor in application 
of resources. 

Thank you. 

SECRETARY BERGLAND: Thank you very much, Mr. Palmby. 

Mr. Felgenhauer. 

MR. FELGENHAUER: Mr. Secretry and Hjort, on behalf 
of the National Association of Wheat Growers, I would like 
to thank you for the opportunity today of expressing our 
views on the structure of American agriculture. 

Although the NAWG fully supports the program concept 
now in effect for wheat and other field crops, the improper 
adjustment of the support levels contained in the program 
has caused on of the most severe income crises in the history 
OL American agriculture? The family farm structure is most 
threatened by misapplication of farm programs than any other 
economic factor. 

I might then ask why is the Department of Agricultur 
itself so structurally unsound that it would disregard 
authorities already delegated to it by Congress in setting 
"safety net" prices for farm commodities? 

All the American farmer really wants is insurance 
against catastrophic market declines casued by weather, 
international politics, or other unexpected events. We 
consider the present market to be pretty catastrophic for 
the wheat farmer. He is going to lose about $1.00 per bushel 
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when he goes to market his crop this year. 

This is because the costs of his inputs has increase 
by 25 percent over last year, and yet prices have declined 
by over 45 cents since the embargo. 

Mr. Secretary, it would be less costly to use the 
programs you presently have to work Wish live DietetO se vem 
run these structure hearings all across the country in an 
attempt to change them. 

It seems that the Department of Agriculture gives 
more credence to consumers' complaints than it does to the 
american farmer. This perspective on food production has 
resulted in he concentration of farmland in fewer and fewer 
hands. 

Farmers have had to drastically decrease per-unit 


costs in order to produce cheap food for the American 


consumer, and in doing so, they have had to increase the siz 


or. their farms: 


This situation has eroded the substance of Tiber A 
America, both in human and physical resources, and in the 


destruction of the family farm. 


We feel that the farm economy has been unfairlv 


‘ 


tampered with in relation to other sectors of the American 


economv. The role of Government has been more strongly 


plaved in controlling farm income than in controlling other 


types of business income, such as food processing, fast food 
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chains and retailing. 

The NAWG does not believe that the Government should 
guarantee farmers a fixed profit, but that there should be 
a reasonable relationship between a safety net price and 
Ehe cost..of -production. 

Currently the NAWG projects the national average 
cost of production per bushel of wheat for 1980 at $4.59. 
With the loan level now set at $2.50, the target price of 
$3.63, and national average prices around $3.50, there is 
good chance that wheat producers will be losing nearly $1.00 
per bushel this year. 

ThisswoulLdsamount atOpaeLoss jof ¥S2.25¢billronator 
the 1980-81 wheat economy, based on a 2.25 billion bushel _ 
crop. We see no signs of the per bushel price climbing to 
USDAs projected $3.75 for the season, and this is largely 
due, we believe, to the Soviet grain embargo. 

You, Mr. Secretary, possess any and all authority 
necessary to stabilize post-embargo market prices for wheat 
and.feed grains, but have refrained from USING Rist, 

USDA has attached unrealistic expectations to the 
direct purchase program, yet is unwilling to either utilize 
existing authority to raise the loan level for wheat and 
corn or back proposed legislation to do so. 

The NAWG believes that a modest increase in the 
loan level for wheat, such as that proposed in the 
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McGovern/Dole Bill is justified as a price restoration 
mechanism in the post-embargo wheat economy. 

During the next year, as farmers adjust to the 
sudden and unexpected oversupply of grain resulting from 
the Soviet embargo, release and call levels for the farmer- 
held reserve will probably be more important to the producer 
than they have been in determining his return from the 
market. The NAWG believes that the release and call levels 
should be tied to an increased loan level. 

The NAWG also believes that a set-aside program 
will be necessary this fall, since projected carryover 
will be close to one billion bushels. The set-aside should 
be announced immediately, as well as a plan for disposition 
of the export contracts. 

The NAWG believes that theloan, target price, and 
other basic concepts contained in the 1977 Farm Bill should 
form the framework for discussion of the 1981 Farm Bill. 

These concepts were developed with broad consensus 
from the farm community, and we believe that they can work 
well for the producer if administered properly, and if the 
loan and target levels are reasonably related to the cost 
Oc production . 

T would! like to ask*you, “Mr. "Secretary, during+the 
dialogue to follow, in what ways you believe these concepts 
are outmoded, as you recently stated. You said in reference 
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to the target price and set-aside that they are, "expensive, 
cumbersome, and don't work well". 

Pratievyesdon' t work well, it is not the fault of 
Piiee laWeenehatner; it 1s your fault in not using the 
power that you have in setting the loan levels, set-aside 
provisions, and other authority that you have. I have lived 
under mandatory controls and so have you. Costs and 
enforcement of this type are much greater than under the 
Present system. 

These meetings have been a method for you to better 
understand rural agriculture, its problems and hopefully, its 
solutions. 

The Department of Agriculture could well serve 
Enisenation if only it would, in fact, become an advocate 
of the family farm. The Department does nto work effectively 
with commodity groups, farm organizations, and the Congress 
in implementing laws that would protect farm income in 
relationship to the rest of the conomy. The cost of pro- 
tection is small compared to the cost of inaction. 

SECRETARY BERGLAND: Thank you-very much, Mr. 
Felgenhauer. Now, Mr. Mullins. 

(Applause) 

MOUeMULLING: Mr. Secretary and Drv Hiort, At is 
a pleasure to be here. I ama farmer from Shabbona, 
ett NOLS ,..viCce President of the National Corn Growers, and 
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I am going to limit my remarks to one specific area of 
risk Management, and that is the commodities future market. 

I have made a summary of my written statement in 
Rheginterest of time: 

I feel the benefits of the future market for the 
corn producer and elevator operators are enormous. I ma 
involved inthe futures market as a producers talsovwasead 
commodity advisor and as an elevator operator. 

I believe the futures market stands as an example 
of the American free market system at its best, and it 
is working at its best. 

We are convinced the best Government policy which 
brings the greatest good to the most PEOplelisesinip lyeco 
let those markets work freely. 

Government has an obligation to see that abuses 
do not occur in the futures market, but it must realize that 
overregulation could damage the free market structure in 
agriculture that has wees functioning well for generations. 

Dr. Holbrook Working, a leading economics professor 
at Stanford University wrote about wheat, but I feel this 
applies tortcorn and»other commodities, and I quote from 
1is works: 

"The existence of futures markets makes it possible 
for any indidividual, through hedging, to avoid certain price 


risks, uusually major price risks connected with the holding 
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of wheat. The hedger transfer this part of his Dricesrisketo 
a speculator in what futures...The speculator in futures 
is not forced to take the price risks assumed, as an incident 
to some other business, but presumably always takes them 
solely on account of expectation of direct gain from the 
risk-taking alone." 
; Dr. Working stresses the fundamental difference 
between futures markets hedgers and speculators. Hedgers 
take positions in the futures market as a temporary sub- 
stitute for the sale or purchase of actual commodities as 
protection against possible adverse moves in prices. 

He is in the futures market for the reason of 
caution and to limit his exposure to risk. 

The speculator in futures hope to profit from the 
ups and downs in commodity prices. Speculators are 
necessary to provide the market with liquidity and to provide 
the hedger with opportunity for protection. 

I feel more farmers and agribusinessmen merely 
need to understand and practice hedging in the futures market. 
If they did I am convinced they would bring more economic 
stability to business. 

bia LeEcenc YC Survey, It) is Shown that five 
percent of all farmers’ will sales of $10,000 use the futures 


Market. Eleven percent above 100,000. Eighteen about 200,000, 


and 33 percent above 500,000. 
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Another survey showed that the larger the elevator 
the more it used futures market. These surveys show that the 
larger the units and risks, the more the commodity futures 
market is used to manage these risks. 

Smaller family type farms are rapidly going out ~ 
of existence because of the lack of efficiency and small 
profit margins to sustain the family. 

As shown in the survey, the larger units of three, 
to four, five-man size, have specialization. In studying 
marketing finance; agronomy, mechanics and other major 
areas of producing profit in the operation. 

A recent Perdue University study indicated a typical 
farm has an investiment of $500,000 per worker. In compari- 
son IBM has 64,000, GM has 40,000. The amount of these 
farm operations generate jobs for 27 percent of the nation's 
work force. 

Reheatthy agriculture! is still the backboneror 
America and the futures markets and the free market system 
is one of the tools to keep agriculture healthy. 

Thank you. 

SECRETARY BERGLAND: Thank you very much, Mr. Mullin 
I couldn't help but notice the contrast between your point 


of view and that of Mr. Felgenhauer. It rather dramatizes 


the dilemma confronting us. 


Dr. Tweeten. 
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Dawei uanleNs Mr. Secretary, first of all may J 
bring you greetings from Joyce Airo(Ph). I was raised 
four miles from Joyce, and a relative of your's, Ingabord 
Gordland(ph) was our housekeeper for some years. At least 
someone in your family made good. 

(Laughter) 

SECRETARY BERGLAND: We have the Vikings all over 
the world, for lots of good reasons. 

DR.TWEETEN: I read the summary of the Regional 
Meetings, and one thing that truly impressed me was the 
degree of unanimity on commitment to the family farm. 

I did not find this degree of unanimity on what 
specific measures should be taken to preserve the family 
farm, and in particular, what role the USDA should play 
in preserving the family farm. 

In looking over census data one thing becomes 
very clear. That 1s,,that comparitively fewer farmers exit, 
fewer established farmers exist during bad times. The 
big major changes that occur in the numbers of farmers 
occur because fewer farmers enter in bad times. 

More farmers enter in good times. 

Therefore, the key to the future of the family farm 
lies with the young person who someday may or may not farm, 
and may I speak for that young person today? 

The mood of the country, doesenot cally for radical 
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new outlays for agriculture, or radical new interventions 
from the Administration of agriculture. 

I think that means that the emphasis has got to 
be on stopping those Government activities and regulations 
that interfere most with the establishment and development 
of family farms, rather than the bold new ventures. 

In reading over the summary of Regional Meetings, 

I was impressed with a number of calls for . high, rigid 
price supports. Those high rigid price siynrerade: could double 
or even triple land prices. 

That would consititute a tremendous barrier to enter 
ing into farming of a young person. So, I think one must 
be very, very careful of that kind of possibility. 

The chief problem in agriculture is cash flow, 
high, rigid price supports, and high land prices would 
contribute to that problem. 

brecterms Ol tax policy, aS a, young fLarmer trying 
to start out I am concerned because I don't have much net 
income. The established farmer with a lot of net income 
has a great deal against which to write off the investment 
tax Lveaale and a number of other tax credits and advantages. 

The young farmer does not have these advantages. 

I would like to attempt to extablish a bit of 


perspective here. In my mind one thing is clear, and that 


is @abor Saving technology and input price ratios that 
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determine the use of these labor saving technologies, are 
set by market forces in the private sector. Those are the 
major determinants of farm structure. 

Second in importance are tax and fiscal monetary 
policy and regulations that have subsidized, in general, 
capital and in many cases raised the cost of reborn and hence, 
encouraged the substitution of capital for labor and 
agriculture and hence, speed the demise of the family farm, 
and increase the size of the family farm. 

With the current rate of inflation, we can expect 
roughly a four percent current rate of return on farmland. 
That is the way it has been for decades. Roughly a four 
percent rate of return on farmland. 

In addition to that, we can expect capital gains 
approximately equal to the interest rate. That means we 
can expect the total return on land, capital gains plus 
current returns, are going to exceed the farm mortgage 
interest rate in the long run. 

But, inthe short run, this situation is quite 
different. With no inflation, the earnings on one acre of 
land would pay the farm mortgage interest payment, or 
rather, the interest. Not the payment itself, not the 
DELO. bows 

With six percent inflation it takes two acres of 
land to pay the interest on one acre. With 12 percent 
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gnftlation,; it takes three acres of land earnings to pay 
the interest. With 18 percent inflation, it takes four 
acres of land to pay the interest on one acre. 

Now, we get to what the USDA can do. Farmers 
Home Administration pays a very key role in structure, in 
my view. Within the USDA it plays a big key role, yet the 
distribution of Farmers Home Administration lending among 
farm sizes and types is one of the best kept secrets in 
Washington, and I would request very strongly, Mr. Secretary, 
that every effort be made to get out data on the distribution 
of Farmers Home Administration lending acitivies by sizes 
and types of farms. 

The second possibility here, the second important 
function of the USDA is Erosuinteree er programs. There have 
been a large number of studies by agricultural economists 
on the impact of commodity prorams on farm sizes and numbers. 

The "reading that “I*give to all of those studies 
is that commodity programs have a very minor impact on the 
size and number of farms. Not that they couldn't have a 
greater impact. 

My recommendation is that payment limitations be 
made more stringent. In other words, reduce from approxi- 
mately the current $50,000 level to down roughly a $20,000 


level. 


Tehave a speciiic program in my (Cext. 
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Finally, extension and research play an important 
part. A key to the family farm in competing with the 
very large family farm, which can pay for information and 
technical advice out of a large number of units produced, and 
hence, can spread that cost per unit over a large amount of 
production, a key in competing on thepart of the family 
farm, is public research and extension, and it is very 
critical in order for the family farm to compete to continue 
that investment in public research and extension. 

Thank you. 

SECRETARY BERGLAND: Thank you very much, Dr. 
Tweeten. Now, Mrs. Gibson. 

MRS. GIBSON: Thank you, Mr. Secretary, Mr. Hjort, 
and the other members of the ened and fellow Americans. 

My name is Nita Gibson. My husband Charles and I 
live on our farm 12 miles west of Seminole, Texas. I am 
the National President of WIFE, Women involved in Farm 
Economics. We have organized chapters in 15 states and our 
membership is approximately 2,000. 

WIFE is a grass-roots organization made up of 
Women in America working together for the promotion of 
economic survival in the field of agriculture. 

On behalf of our membership, I wish to express our 
thanks for this opportunity. WIFE believes in speaking out 


for the producers of American's food and fiber. We believe 
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we have earned the right to do so, because: We spent 
$114 billion in production cost last year; we have worked 
hard to stay in farming; we have wrestled with every known 
farm related problem; we have taken the consequences of 
bad weather without faltering or quitting; and we have 
created a food and fiber production system that is unequaled 
Ae is the envy of the world. 

We have done all of this with less than four percent 
of the population. This means that more than 96 percent of 
Americans can pursue a career of their wildest dreams and 
neverhave to worry one second about producing food and 
fiber for themselves. In contrast, China's labor force is 
*O)percent agriculture and yet their Producti vet vers 
declining. 

Before I address myself to my assigned wejekie: (eye 
The Role of Government in Agriculture, I must make these 
comments because they weigh very heavy on my heart. 

Our immediate concerns are the rapid increases in 
interest rates that is putting many farmers in the 
equity-financing trap. A large portion of farm producers 
had only a precarious hold on their economic base when the 
grain embargo was invoked in January. 

A combination of this Act and the ensuing high 
interest rates has created a panic stricken agricultural 


economy. Unfortunately, the time to plant cannot be moved 
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488 
around to suit the whims of Government, or allow for trial 
and error testing of an idea. 

Before I came here I touched base with leadership 
of the 15 states where WIFE is organized and was told 
tepeatedly,the situation is critical. Grain, livestock, 
cotton, most all comodity prices are down, operating capital 
an some cases is not available. To sum up, Mr. Secretary, 
the situation is very bleak. 

Ironically, Mr. Secretary, I haven't really digresse 
from my assigned topic too much because it is quite evident 
the role of Government is ever present in agriculture. Right 
Or wrong, good or bad. 

Treeariier times sin agricui cure, OUr= Nationa 
Government policy was largely of a technical, research and 
edcuational nature that emphasized Government action to 
assist farmers in producing more and better products at 
less cost. 

In recent years, however, the involvement of 


Government into agriculture has grown beyond comprenhension. 


The greates single influx of Government into agriculture 


happened at a time, similar to today, when our country 
was faced with an economic crisis unprecedented in American 
history, namely 1933. The magnitude of that involvement 


has been reduced by the further entrance due to consideratio 


of foreign policy, national security policy, Health, ile 


Acme Reporting Company 


(202! 628-4886 


“os JEu0308 


: } 
4 si 3 
7) t) 5 
wh { d a 
c 4 ' i : 
 t., ' ; 
rs 0) ’ ' r f ; 
7 f ~ 
7 i} ty sae) 
. —s ' 
| 
) ¥ fu 
1 . 
> 93 f 
5 ‘e “u \ 
a a 
- = 
i 
7 4 
1 — 
z gy 
sa” a 
DF | 
: “4 
; - 
5 
’ 
' 
! 
eA) 


ea 7G ep 


‘ en Le 


7/7? 


He ~ ¥ 


‘ 
a 
3 
a 
: 
a 
; 


~ 


vEEQS | 


° #usinpsm ei? 


bs 


Wel guia 


sfenv 


fQc8tehl2n00 os seh e27<¢7ee cadrxe? sH2 


@ 


| ~ ) : ula 


an A 


7 489 
and Welfare, National Conservation policy, war-time emergency 
measures designed to increase production to supply the needs 
of our allies; policies to balance supply/demand; to stabiliz 
price fluctuation; to achieve fair prices and income for 
farmers. 

With this amount of Government into agriculture I 
think it naive to assume that we can chance this entrenchment 
in short order. However, it is imperative that the farmers 
of this nation be permitted to take on the role of Chairman 
of the Board of agriculture in its relationship with 
Government. 

I am persuaded that the many complex problems 
encounteredin farming today cannot be resolved by a consumer 
oriented body politic writing an omnibus farm bill every 
four years with band-aide amendments in between. 

I envision a national constitution for agriculture, 
with borad flexible options adaptable to the needs of the 
people of this nation, adaptable to the needs of exports. 

A constitution with enabling legislation permitting 
regional resolve to agriculture problems germane to that 
feqionvand at the*sane time afford each farmer a "Bill of 
Rights" to pursue the operation of his farming enterprise 
with minimum control or interference by Government. 

On the other hand, I envision agriculture and 


Government sitting down together in rsolving matters of 
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national security and foreign policy. 

Impossible? I plea that it is not impossible. The 
composite of our present laws have not made it possible and 
economically worthwhile to continue to produce food and 
fiber. Unless agricultural producers can finance their 
operations, recover their cost of production and earn a 
modest profit, we not only will not, but cannot remain on 
the farm. 

In addition, we believe the growing sentiment that 
the land really belongs to the people, and that the farmer 
has only a stewardship right in the asset; that the farmer 
has a responsibility to provide food and fiber without a 
profit must be refuted. 

On these points we plea for special consideration 
before we end up with worn out land like China, India, the 
Middle East and elsewhere in the world, due to the inability 
of farmersto reinvest sufficient money in land and water 
conservation; in restoration of soil fertility to assure 
continued production in the future. 

Tosi Up, Moe oClretary, and please know that I am 
not trying to oversimplify; we need a dramatic transforma- 
tion from our present policies to policies that would allow 
us to cope with the ever-changing circumstances involved in 
farming. We need a consitutuion for agriculture. A living 
document that would assist us in protecting the individual 
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farmer from the intense competition we create among ourselves 
that results in underpricing and overproduction. 

A policy that would permit a working relationship 
with all parties with the farmer having the favored position 
in order for agriculture to be a viable profitable venture 
for the American farmer. 

Thank you. 

SECRETARY BERGLAND: Thank you very much, Mrs. 
Gibson. 

Ms. McPherson, of all of the regulations which one 
do you regard as the most onorous? 

MS. MC PHERSON: I guess right now, because my 
blossems are falling -- 

SECRETARY BERGLAND: Your what is falling? 

(Laughter) 

MS. MC PHERSON: My peach blossems. And, for the 
first time in three years I am looking at the potential 
for a crop, I now realize that the last three years that 


I haven't had a crop, and I haven't had labor. I have 


*y missed out on a lot of the opportunities to meet the people 
| . . . 
from the Department of Labor that have been visiting my 
22 
neighbors, and I am scared to death. 
2 . 
a Poethe dqetinition of migrant «asewee) as) farm labor 
2 . 
“ Son reactor, 1 am one and the same. "2 amyboth= a migrant, 
25 


because I am a farmworker, and I am a contractor because 
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I have to hire people. And, in order to simply move a 
group of workers from the orchard behind the barn to the 
one beside my house, I need a license for my foreman. 

My foreman needs a license to move those people for 
me. I face the potential of having Wage and Hour show up 
on the very busiest day of harvest of a very potentially 
perhisable crop, to scruitinize my records. for the last 
two or three years to make sure that I haven't made any 
mathematic errors. 

I feel that I am being hunted like a criminal by 
the people who come to my farm and say things have to be 
this way, this way and this way, irregardless of whether 
ernot 1tiworks. 

SECRETARY BERGLAND: Has the Labor Department ever 
shown up on your farm? 

MS. MC PHERSON: Not on my farm, but five miles 
down the road -- nine miles down the road, they have more tha 
once, and right in the middle of the pea harvest time, and 
as I understand in the Midwest EPA shows up on about the 
third day in May wanting to know, what were your pesticide 
records ace the past two or three years. 

When you know it is going to rain you don't have 
much time to show them thate le ¥ oushavergoumtos mbantayour 


corn or wheat or whatever. 


So, it is the idea of -- I have had OSHA inspectors 
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who walked right into the path of a backing up forklift who 
went into the camp. Luckily my driver turned around and 
we shut the whole place up for the rest of the day. 

I have had an inspector who went into a camp that 
is meeting standards for at least three of the inspection 
agencies that inspected. There were three cousins living 
in one of two open rooms. They had moved a bed from one 
room into another so that they would have a living area, 
and a sleeping area for the three of them. 

She said one of you has got to leave because there 
is not enough square feet for three people to sleep in this 
room and breathe properly. They looked at each other and 
said, “which one"? She said,“well you decide". 

They were mad at us for the rest of the season. 

in our state CETA funds in the area -- it started 
at one-half a million and now it is about a million and 
a quarter, are given to the person who writes the best 
letter for the grant, and we have had a New Jersey group, 
last year a New York State group who were directing the 
activities of migrant workers in our state. 

Tf all the money that was paid to CETA that never 
really filters down to the workers were given to the growers, 
we could afford tennis courts, swimming pools and holiday 


motels for all of our workers. 


There are more people looking after the workers tha 
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there are workers, and these people who come -- 

SECRETARY BERGLAND: Do you really believe that? 

MS. MC PHERSON: Haven't you seen the numbers? 

SECRETARY BERGLAND: Oh, yes, I have. 

MS. MC PHERSON: Well, when they keep showing up 
and they are all from different agencies you really get 
to wonder after a while. 

SECRETARY BERGLAND: About 2.4 million workers on 
farms. 

MSe0 MC» PHERSON:s=Xes. -iIn+my definition) they ail 
don't gualify as migrants, and those are not the ones 
these people are trying to help. Those whole 2.4 millions. 

SECRETARY BERGLAND: Do you think the migrant program 
should be abandoned? 

MS. MC PHERSON: On our farm we have always been 
friends with our migrants. We have had the same people come 
back for 25 years. They come, many of them, and the people 
who come with them, come north because down in Georgia at 
100 degrees, the gnats flying in your mouth when you open 
it up, and we have good weather compared to that. 

They make, many of them, $50.00 a day, and they 
come up for their summer vacations, and they really resent 
all of the people who come and try to help them. 

Now, my neighbor down the road last year, he opened 
up, he has to use migrant workers, Okay. Five agencies 
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showed up on the first day. One to say I will give you 

food stamps, one to say I will give you medical and dental 
Sale ,eOne tO Say you really don't have to work here. tI 

will take you somewhere else and train you, and within three 
weeks there is no incentive. 

Another one gave them welfare. 

“Who is going to work inagriculture if the Government 
keeps sending people to draw them off the farms at harvest 
time? 

SECRETARY BERGLAND: I don't want to prolong this 
because we have other things to touch on. But, I think you 
symbolize the lack of sophistication which exists in our 
migrant labor policy and program. 

We do need to develop programs which are more 
mature than has been the case, indeed, because I think most 
Federal programs have piddled around the edges and never 
really have dealt with the fundamental problems of the 
migrant or the employer who needs skilled workers, and 
workers who need good job. 

Mr. Palmby, you have touched on a matter which is 


a constant concern of our's. Tr-has to-do withe role sor 


risk sharing in high cost regions. 
We were told by an expert that it is most likely 
Phat about a half or so of the irrigated farms, particularly 


in the high plains country will go out of the business of 
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growing irrigated crops because of economics. 

Do you think that Government should do anything abou 
Sat 

MR. PALMBY: Mr. Secretary, I would have to ask 
you first, what would be the options of Government? What 
is open for Government to do? 

TL donetemean this sarcastically. But, yous can't 
make more water. I guess I am on a different wave length 
here. I understand what you are saying, but this is a 
matter of receding water table. 

SECRETARY BERGLAND: It. is that, plus the cost 
of energy, and the rising costs of pumping water. The cost 
of producing corn in West Texas is probably a dollar higher 
Pisce ecost lot raising, corn in, 11Jinois, 

So, then the job of Government, is it the job to 
raise price supports or give a Government loan? 

MR. PALMBY: I now get the significance. 

SECRETARY BERGLAND: And the pressure is to establis 
a regional target price concept. 

MR. PALMBY: I get the significance of your 
question. 

I, having grown up with farm programs all my life, 
as have you, and I am always impressed with the concept that 
when we were young we called, OULBLeaLNiepLOCram.snltois now 


referred to as the Government program, as you know: 
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I do think that if we take this next step, as 
you know, referencing -- as was taken in the last legislative 
package, as moving towards a cost production, and that being 
the factor in determining target price, we then have taken 
a step, that we have made our farm program or our 
Government program something more or something different 
than what we used to look upon, as I like to still think 
we look upon, aS an economic based program. It then becomes 
something else. It then becomes a payment to keep a 
eracgittion doing. 

If we are going to do that, then I plead that it 
be debated long and hard. I personally am against it, but 
for the person affected, and I am not one of them, I can 
easily say that. But, for the peteon affected, he should 
have his day in court, and it should be openly discussed. 

SECRETARY BERGLAND: The second question, Mr. Palmby, 
a separate area. The President imposed an embargo on the 
delivery of grain to the Russians. It came without warning. 
It wasn't your idea. It wasn't the idea of any grain pro- 
Gucers as far as I know. 

(Laughter) 

SECRETARY BERGLAND: We are in a very, very difficul 
state with the Iranians because of the way they behaved, 
and increasingly the world has become the marketplace. 


It started out that we traded between farms and now 
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it is between nations. I think it is a healthy trend. But 
it opens up new risks, for which Government is not prepared. 
We did not have an automatic program to put in place to 

help cushion the shock of the suspension of grain sales 

to the Soviets, and yet, as we deal in this imperfect world, 
turbulent and wild at times, led by some persons we clearly 
don't understand, and with whom we may have strong political 
differences and on occasion, perhaps almost a military 
altercation. We hope not, but who knows? 

But, as we enter the world markets, we are 
therefore exposed to things which no individual producer has 
anv protection against, and I think a lot of the anxiety 
in the country today is because of that fear. 

We can argue about why the price of grain has 
dropped. The fact is it is down for a variety of reasons. 
Most people blame it on the Russian grain embargo. That is 
not the point. 

What is the point is growers have no insurance 
against that type of activity. What do you think the 
Government should do about this? Any suggestions as to what 
we might do in sharing risk, which is really an international 
pollc Caierisk? 

MR. PALMBY: Number one, I think what you have 
done this time around is commendable. Number two, I would 
hate to see develop a structured program to take care of 
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this type of situation. T Say it because a structured 
program in ptace that the President or Congress can implement 
the minute a decision is made for foreign policy reasons 
invites the taking of that action. 

Naturally, I would say that because I have no 
great sympathy for economic sanctions because they don't 
work. But, I will lay that aside. I am not here to debate 
the action that was taken. 


In answer to your question, I think it has to be 


handled at that time on an ad hoc basis as the need arises, 


would not want to see a structured program in place that 
when you take that action -- 

SECRETARY BERGLAND: Why not? 

MR. PALMBY: Because it invites the use of economic 
Sanctions, and I don't think that economic sanctions, 
except in dire circumstances should be used. 

There is a difference of opinion here. That is the 
greatness of our country in my opinion, but I think a 
structured program designed to do that would invite the use 
of economic sanctions. 

SECRETARY BERGLAND: Mr. Felgenhauer, I happen to 
eoimkechat price SUppOrtcs are tc farm prices’, what the 


as you have done now. 

I commend you for what you have done, but I-certainl 

minimum wage law is to wage earners. The minimum wage law 
| 


Acme Reporting Company 


(202) 628 


* of. 


ogeirS solty Fankzt*; 
T 


- ay S + 
. is 
rm 
" = 
-- a lt 
“4 . a 
t 87 
n a 
eq 
yt 
[ Ss 
a) 
4 
wu 
; : 
‘é) r 
cj 4 
la 
i? 
“"* 
a Me & 
a A “) 7 


3 i. 


ts 


i 


—" 


is $3.00 an hour and I suppose the average earner earns, 
what, Six or something? Do you disagree with that? 

MR. FELGENHAUER: Yes, I do. I disagree with your 
philosophy. 

SECRETARY BERGLAND: You think minimum wage laws 
should establish a wage rate for machinists? 

MR. FELGENHAUER: I think the laboring industry 
needs some protection. I think, why not? 

SECRETARY BERGLAND: Machinists have arrived at 
an industrial wage base by bargaining under authorities 
granted by the Government, of course. But, the minimum 
law, the Federal minimum wage law says $3.00 an hour. 

Do you think that analogy would fit into agriculture? 

MR. FELGENHAUER: As long as it gives the laboror 
a fair return so that they make a living. 

This, of course is happening in agriculture. We 
are down right now at the point where we are not getting 
the return that is necessary for the input we put in. 

SECRETARY BERGLAND: Do you think the Government 
should guarantee that return? 

MR. FELGENHAUER: They should guarantee a part of it, 
like I said in my testimony, a saftey net. 

SECRETARY BERGLAND: How much of it? 


MR. FELGENHAUER: It should be close to the cost 


of production. 
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SECRETARY BERGLAND: Whose cost of production? 

MR. FELGENHAUER: You have to take averages. 

SECRETARY BERGLAND: Give me an example. 

MR. FELGENHAUER: As you know the National 
Association of Wheat Growers has contracted with Chase 
Econometric, just aS USDA comes up with their own cost 
production, we have our own now, and it comes out projected 
Bore 5 0 ebores4.. 59% 

SECRETARY BERGLAND: Average. 

MR. FELGENHAURER: Yes. 

SECRETARY BERGLAND: A half below and a half above 
that? 

SECRETARY BERGLAND: I am sure they are. 

You talk about the area where they have to pump 
water, and the electric and energy costs are going to be 
in trouble and they are probably going to have to look 
at some other commodity possibly. 

SECRETARY BERGLAND: My wife and I own 600 acres 
of Red River Valley land in Minnesota, good land. And, we 
farm and lease -- we have now leased that to our daughter 
and son-in-law. They pay cash rent. We are getting a ten 
percent return on our investment plus our land taxes paid. 

fy daughter and son-in-law raise spring wheat 
among other things. They make money. Their cost of pro- 
duction on our farm e about $3.00 a bushel, a little 
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under. Now, that brings a decent return. They pay their 
expenses and it is a money-making enterprise. If I were 
to sell my daughter and son-in-law my farm at market price, 
put it up for auction and they were to buy it, it would 
add at least a dollar a bushel to their cost of production. 

How do we deal with a situation like that? 

MR. FELGENHAUER: Well, that is exactly what a 
lot of farmers are going through, that have had to buy 
land to stay in business. 

SECRETARY BERGLAND: If we were to raise the price 
Supports, to say, the $4.00 level, what do you think the 
and, my elarmypewouldagosfon? 

You don't know my farm, but it would go for much 
more money than it is worth in today's market, and it 4s 
worth twice as much today as it can pay for. 

MR. FELGENHAUER: When you say you are getting a ten 
percent return on your investment, that is original invest- 
ment. 

SECRETARY BERGLAND: Original investment. My wife 
and I enjoy a ten percent return on the mone ineenate land. 

MR. FELGENHAUER: Take your land for what it is 
WOCLI) tOodaye-— 

SECRETARY BERGLAND: That is the problem. Today's 
market, it would command two times what it is worth because 


I have two neighbors, one on each side -- because of 
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inflation, this is my problem. I-have a neighbor on one 
Side with 2,000 acres and one with about 4,000 acres of 
highly inflated land, which they can pledge to almost 

any insurance company and outbid my kids of their farm. 

The higher we are going to set price supports, the 
higher they will bid. And, that is my basic contention, 
with the Government setting supports it all goes back to 
land values, and I don't know how to break this because 
frecantt so on this waye 

We can't in my view. I recognize the problems 
that young people are having in competing in this environ- 
ment. Dr. Tweeten has alluded to -- and I. will get to that 
in a moment. 

MR. FELGENHAUER: Mr. Secretary, would you tell me, 
in all of your discussions, what your conclusions are on 
what is the size of a family farm, how many people should 
be working on this farm, and what itsincome should be? 

SECRETARY BERGLAND: I have a private opinion. I 
think it is a farm big enough to stay busy. That eliminates 
about one and a-half million. They are not big enough to 
keep the family busy. 

I don't think Government programs should insure 
peoplesta. full-time living from: aepart=time,job. «So, you 
automatically eliminate most of them on the bottom side, 


and on the upper side, I think it is a farm that doesn't 
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hire more than two workers on a year-round basis. 


MR. FELGENHAUER: You have a job in Washington, 


but -- and you have other income. If you were still farming 


there would your farm be big enough for yourself and your 
son-in-law? 

SECRETARY BERGLAND: Yes. 

MR. FELGENHAUER: It is pretty hard to pass this 
farm of yours on to the next generation. I think a farm 
ought to be able to support two families. 

SECRETARY BERGLAND: My farm? 

MR. FELGENHAUER: Yes. It ought to be of size 
large enough to support two families rather than one. 

The reason I say this is that there are three 
generations involved in a farm operation. In order to 
pass it on to the next generation, and you start out at 
20-years of age and you have a-family, and at 40-years 
of age that son is ready to start farming, let's say, and 
you are only 40-years old. You are not ready to retire. 

At 60 you are a little bit more ready to retire, 
so there is 20 years there when you need your son involved, 
and you want to stay involved also. 

SECRETARY BERGLAND: Mr. Mullins, I was very 


impressed by your -- the values you attached to the 


commodities futures industry. I happen to think that industr 


is really the strength of our market structure. It is, in 
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my view, the one place in which willing buyers and willing 
sellers get together and agree on price and terms and 
conditions, but I know that people tend to shy away from 
it. I am talking about farmers. 

I don't want to get into it, that all of this year's 
1979 corn crop could have been sold at more than three 
dollars a bushel by the corn growers of this COUNTY. 

They could have sold the crop for more. 

My wheat crop could have brought a dollar a bushel 
more than it is bringing today, and that is all hindsight, 
but if my son-in-law had contracted -- and as a matter of 
fact he did -- if he had contracted to deliver his wheat 
crop last summer at a much higher price than is currently 
the case, people, the thing gus tel leme pis. that) they 
don't want to gamble. 

They don't want to gamble by hedging. They want 
to gamble by not hedging. What if anything do you think 
that Government should do to acquaint farmers with the 
business opportunities that are presented by the futures 
contract as a means of really sharing risk? 

MR. MULLINS: I don't really know if Government shoul 
do anything other than make them aware of the opportunities. 
I mean, as far aS any regulatory action. I wouldn't want 
to see it. 


SECRETARY BERGLAND: I didn't mean that. If I left 
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that impression, strike that from your mind. 

What I am thinking about is an informational way, 
is there anything that we should do? 

MR. MULLINS: It is very difficult. I have been 
dealing in commodities for probably 15 years now, and 
I pay dues every year, or tuition, or whatever, because 
it is just something which you can't learn out of a text. 

It is a changing environment all of the time. There 
are so many variables connected, but I think the basic 
concept is you have to set up a program that would match, 
not only the size of the operation, but the ability of the 
Operator to run the program. This is just -- it is 
a different program for every individual farm. 

There is no way that you can go out with a broad 
education program to teach people to do this. I think 
it is just a slow process. The more we can get people 
thinking that this is the right thing to do, and to under- 
Stand it. The reason they are afraid of it is because they 
don't understand it. 

They worry more about 5,000 bushels of contract corn 
than 100,000 bushels spoiling in a bin. They -- a guy 
Piece staLting Cut —— 

SECRETARY BERGLAND: Speculators tend to give the 
commodities market liquidity, especially in thin markets. 


I understand their role, but this scares-a lot of folks, 
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because speculators will invest their money, buy or sell, 
on the basis of what they think will happen. They don't 
intend to take delivery. They have no capacity to deliver 
and sell. 

One Of the criticisms is that speculators are in 
thereand they run that market up and down on the basis of 
hearsay. It has nothing to do with fundamentals. 

The fundamental fact, for example today, is that 
the world grain requirements are greater than the world's 
grain supply, so there are other factors that tend to 
dampen the grain markets. 

Question. Do you believe that speculators should 
be treated differently than hedgers in marketing require- 
ments, and if so, under what terms and conditions? 

MR. MULLINS: No, I do not think they should be 
treated differently. I think they are the best friends 
the hedger has in the market. Who else would have got the 
price of corn up to that profitable level you were talking 
about, and give us the opportunity to market it at that 


level? 


Taking the other side of the position, not only that 


if you were a user of grain, he forced it down to a level 
where you could purchase it at a cheaper price. He gives 
the market the liquidity we need to function, as a hedger. 


SECRETARY BERGLAND: I think the market gets a bad 
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rap in the reporting sometimes. From time to time I get 
terribly upset because markets were moved nine cents for 
some Bason that makes no sense, and a while ago I was 
reading that the price of corn in Chicago dropped four 
cents because the sun broke through over the clouds in 
LaSalle Street. That was the reason given, and that is 
what gets people upset. 

Farmers throw up their hands and say, "what's the 
use". So, perhaps it is a matter of changing the manner 
in which these matters are reported. 

MR. MULLINS: I think we have to identify the 
opportunities that are available at this flucuation. 

SECRETARY BERGLAND: Dr. Tweeten, there are two 
neighboring farms up where I am from, one of whom inherited 
the place from the old man and paid a modest tax, and the 
other one did not. 

The other one scratched and clawed and paid for 
everything, or tries to pay for everything that he or she 
can pay for out of earnings. 

The one who has enjoyed this inheritance has 
obviously a much lower degree of risk than the one who 
does not have that inheritance. 

Is this something the Government should do anything 


about? 


DR. TWEETEN: Referring back to the Government 


Acme Reporting Company 


(202) 628-4888 


lad 


rt asz 


7 


- 
>t 


T4337 


5 «i C r) C bi] f 
Y t ih i» , : eo 
i) v4 be a ~ 
= ri 4 4 =a 
= 7 md ‘ 
tT?) 


tydo 


eet 


o 


209 


hearings, farms could more easily be passed on from 
generation to generation. Others wanted to raise the 
estate tax very, very high as a way of breaking up farms 
and making them available to more young people who want 
eo Scart < 

We have been doing some work on taxes at Oklahoma 
State, and we find the current estate taxes are such that 
they do not severely interfere with passing an economic 
unit from one generation to the next with a substantial 
equity. 

I have figures here for the 12 percent inflation 
Tracey This rsva'’typical Oklahoma farm*or 900 vacres;*with 
the initial net work of $173,432, which is the maximum 
that can be handled with a cash flow. 

In 30 years, whatever year that is, at 12 percent 
gntlation, che net worth on that farm would be s1373767,000. 
The estate tax on that would be $8,415. The residual 
estate would be $5 million. 

When you discount that, when you put it into 
present value, 1976 present value, it is $164,000 which 
was less than the initial net worth. That was the only 
case where the ending, that worth in real terms was less 
than the beginning, that net worth. 

That was the only case where the ending -- that 


worth in real terms was less than the beginning, that net 
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worth .OnFor® lowervintiataonsrates, and particularly if 
estate and income taxes are indexed, then there is no 
problem. There is plenty of net worth to pass on. 


It is only with very high inflation rates and 


without indexing of income taxes and estate taxes that there 


is a problem. 


SECRETARY BERGLAND: Ms. Gibson, tell me about 


this "Constitution for Agriculture" that you are advocating? 


MS. GIBSON: Well, Mr. Secretary, we feel like 
in agriculture, and I know I work closely with women all 
across the 50 states, and I hear constantly as I know 
you do, gee I don't even hear beginning what you hear, 
but there are those isolated problems that are just as 
real to those people, that it effects, as the whole 
Situation. 

So, it seems to me if this country can come up 
with the things we do, it can go to the moon, and do all 
of these things, surely, we can devise a living document, 
one that moves and breaths as the need requires as our 
Constitution has and has served us so well. 

I think we can instrument such as this in the 
realm of agriculture. I know I have discussed with you, 
and if you don't mind my talking about cotton, we have 
an isolated problem in West Texas about cotton. I hear 
isolated problems Bode people who raise corn and wheat 
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based on agriculture being irrigated, or agriculture being 
dryland, et cetera, down the line. 

This is tremendously complex, and as we bring 
these problems to you we are bringing them to you from these 
regions and from these problems in these regions, yet they 
are not the same as the views of this panel. They are 
not the same. 

Therefore, what we have got to do, we have a 
national Constitution that has served us well for 200 
years, and it will continue to serve us well because it is 
a representative republic. 

If, we the people, exercise our rights that it 
gives us, as we have and elastic clause, we have a kingpin 
clause, we have states rights, all of these things, surely 
with the brain power we have in people that are really 
resolved to do something in agriculture -- 

SECRETARY BERGLAND: Can you do all of that with- 
out costing money. 

MS. GIBSON: I think the best thing we could do 
without costing any money, because if we get money involved, 
then we have problems involved. 

SECRETARY BERGLAND: Indeed we have. I am 
interested in your scheme, but we don't have time to 
go thuoughtiteink detaiteatoday: 

Dre HjOLees 
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DR. HJORT: Ms. McPherson, you made it fairly 
evident that you are not greatly in favor of regulations 
that we have at the present time that affect agriculture. 
Those, of course, are the product of laws, and the regula- 
tions are formulated for the administrating agency to 
implement them. 

My question is, what criterion would you suggest 
that Congress use and the administering agency use in that 
development of laws that impose the use of regulations 
and the agency that puts them out? 

MS. MC PHERSON: I think at this point Congress 
has lost control over the laws that they have passed. The 
one really blatant example FLCRA,that was originally to 
make sure that a farm labor contractor did not abuse the 
workers that he transported, carried, as the harvest goes 
Ons 

The Department of Labor, possibly because this 
particular law is the only one that affects agriculture 
labor, has now broadened the definition of terms in this 
original law to mean that to run my packing house -- I am 
a contractor even though I am using the kids who go to 
school in my own school district, retired people in my 
own area, and in Pennsylvani we have the nightmare case 
of Mountain Brook Orchards where this man has spent 
$10,000 in legal fees fighting the Department of Labor. 
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At this particular point he has won in court and 
the Department of Labor is appealing. 

Now, it appears that the Government has all the 
time and all the money in the world to fight an individual 
grower. There is some -- a lot of information: of FLCRA 
in there. 

I think that Congress needs to look at the real 
octopus that has been created, because these agencies after 
they are established and are going to the letter of the law, 
they interpret beyond what Congress originally meant. 

I think they have to possibly enact sunset 
legislation, make sure that there is cost benefit to the 
regulation. You, know, and review them, make yearly or 
at least on a five-year basis, shi find out how those 
regulations actually are affecting people because there 
are growers in Pennsylvania who have paid fines for years 
because they didn't want to take the time to fight the 
Government. 

Jerry Edgewood finally said, "I was right in this 
case", and he went to battle for all of us. 

MR. HJORT: Does your organization actively 
monitor proposed regulation and participate in the comment 
period? 

MS. MC PHERSON: Yes. We have done so on FIFRA, 


on ARPAR, for many of the chemicals that we need, and 
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as things, especially on a large scope affecting a lot of 
farmers, we do our best. 

MR. HJORT: Do you think that is an effective 
mechnism to address the concerns that you have? 

MS. MC PHERSON: If I didn't I would not be here, 
and I would not go where I have gone before. Yet, when 
I come to Washington I feel terribly small. There are so 
many buildings and so many people and so much paperwork that 
I feel so minuscule that I have lost control, much more 
than when I go back home. There you try to hide out. 

MR. HJORT: Clarence, just one followup on the 
dialogue you were having with the Secretary about this 
question of having something in place. 

But, in a broader context, aren't we in a situatio 
that what we need as nation is a flexibility to deal with 
the unknown. I mean a crop disaster in some country, 

a major policy change here or some other place, all of 
these things can affect our own circumstances greately 
from what one may have perceived they were going to be. 

Doesn't that imply that what one needs in legisla- 
tive authority is a sufficient flexibility to be able to 
respondto those unexpected and unknown events. 

MR. PALMBY: Howard, I tried to give you my 
view that -- and this is a bit personal. I was never 
more impressed than I was on January 5, 6 and 7 of the power 
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that the Secretary of Agriculture in the USDA does already 
have. As a company representative and I am not speaking 
for a company today, I am sort of speaking for the Chamber, 
but aS many companies in that Chamber, directly involved 
ano directly hurt, and directly put into an unknown area 
following that decision, I don't think that I have heard 
anyone say that they would like to see some permanent 
legislation that would take care of such a situation in 
the future. 

I guess what I am saying to you is, you are 
already pretty well given authority, which in this case 
I think you have used wisely, and I think you have enough -- 
I believe that. 

MR. HJORT: I think we did demonstrate that we 
did have a considerable amount. We do have a measure 
that would do a couple of things. 

Give the Secretary the time to rethink a set- 
aside, and it could give some standby authority for thos 
who propose not to participate on a limited basis, in this 
sort of an event and so on. 

MR. PALMBY: You may have some clean-up thing, 
yes, that I am not going to try to list though, but on the 
Bveralte—-—"the authority to take care, of a situation, I 


don't want you to have anymore. 


MR. HJORT: Let me go on the Jack then. 
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Jack, first of all, since you are so varied 
on wheat prices, I suggest you talk to Mr. Mullins who is 
sitting next to you, because, obviously, you wouldn't have 
to 1ose a dollar a bushel if you sold’ today. 

I gather you are saying that you expect those 
future prices not to obtain. You see things going to hell 
in a handbasket, as far as wheat is concerned. 

MR. FELGENHAUER: It looks rather serious, unless 
something -- action is taken, if nothing more is done, 

Mr. Secretary, and the crop outlook is as favorable as it 
appears now, the carryover of what it will be we are 

in trouble, because the export market is going to be 
weaker next year it appears to me, because worldwide con- 
ditions are favorable as you well know, and unless there 
are some changes from what I see at the moment, we are 
definitely looking at a falling market that cannot be turned 
around by any other action except what the Secretary has 
in his power, or what Congress has in their power. 

MR. HJORT: What about the farmers’ power? There 
is a reserve program out there, and every producer is 
eligible for it. That reserve programs says that no 
farmer in the United States should sell wheat at less than 
Soe Svat sche starm level. 

And, the nation should pay the farmers back 


until the price gets up tous 4 00 Youmare= saying 353.50. 
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I gather you are saying that you don't think the farmer 
will use those tools to see to it that the price is at 
least $4.00 or so? 

There is no limit on the amount that goes into 
the reserve, none whatsoever, and so we are strictly in the 
hands of the farmers, but you are just saving that the only 
way that the farmers themselves -- just won't use those 
tools. It has to be something else. 

MR. FELGENHAUER: You left out one figure. You 
fertecutethesioane at S2.502 %$If you raise that loan to 
one that we support right now of $3.00 I think that the 
Farmer Held Reserve Program is one of the best parts of 
the 1977 farm bill, and it has been used and it has been 
used well, and it is a real good buffer to tapering off 
of the market, but there has to be an incentive and $2.59 
does not give the incentive to the farmers who need much 
more than that to carry on their farm operation. 

They need more money to operate with, and cash 
flow is higher than that, and they cannot go into the 
program without an increase loan, and of course, if we 
were to raise the $3.75 and the $4.63 you talk about a littl 
higher, I think we can bring the market up proportionately, 
and everybody would gain by it. 

This has worked before with the Farmers Held 
Reserve, and it worked well a year and a-half ago and we 
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need tosdOuwit again: 

MR. HJORT: You are saying really that the farmer 
would preterm to sell sat )S3.50 rather than-to take the. loan 
for a period of time, and under that program make sure that 
thé wheat price was closer to four? 

MR. FELGENHAUER: He is forced to by his banker, 
for example, with the high interest rates and the other 
input costs he has to pay cash for. 

MR. HJORT: Do you think that the bankers under- 
stand that reserve program? 

MR. FELGENHAUER: I think they do, but the 
farmer has to wait a while to get the full amount. He 
only gets $2.50 initially and then he has to wait possibly 
three years to get the rest of his money. 

MR. HJORT: I don't see why he should in this 
situation, in this year, where if they want to put their 
whole crop in the reserve there won't be an increase. The 
only way he could come back is if the prices were above 
eleesie reserve. 

MR. FELGENHAUER: It would have to go back to 
$3.75 national average. Right now it is way below that. 
The national average, if I am not mistaken is about $3.48; 
iver “eRe hare hert? 

MR. HJORT: Somehwere around that, okay. 

Lies interesting that the farmers are willing to 
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sell, and not use those programs that are there for them. 

I don't know Jack,that I have any real question, other than 
to encourage you to talk about the use in the future as 

a hedge. 

Well, the then goes and takes advantage of the 
reserve, and with the combination to see if he can't make 
sure that he ends up with considerably more. 

MR. FELGENHAUER: This job that you fellers need 
to promote is the use of the futures market more than you 
dor 

MR. HJORT: Luther, one quick question and it © 
probably doesn't have a very simple answer, but we have 
had the general impression, I think, for sometime that 
it is becoming increasingly difficult to enter agriculture, 
yet in the last few days we have repeatedly heard people 
Saver ate tae dat ficw) tetomenterpagricuiture @butwit has 
always been difficult, and the judgment is made that Eee 
Memrealiyanot any more! difficultenow than 1t was before. 

What were yourfindings and your research -- 
in your judgment, what would they conclude on this issue? 

| DRA) TWEETEN:s: Welll jamyiconclusitonw:s that. at 


is much more difficult now than in former years to enter 


Sourculcune: 


Tf woumlook lat the pcasheblowsgenerated relative 


to thecash flow requirements,there are much more severe 
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Hardships ingtryindsto start now. 

If you look at the amount of capital required, 
the size of an economic unit -- we are talking about an 
ECONOMIC Unit nOWwsoOt  ~Salestoteat eleastasl00-000va year in 
grain farming and assets of about $1 million. Barriers much 
much more severe. 

There are people who are getting over them and 
there will probably always be people who get over those 
banrieus, butsiteis wetting alot more severe «- -Thatetradi— 
Piond peLaddeneorahardslaborserenter pspart—owner, t£ull vyowner, 
is becoming much more difficult. 

We have a landed class basically today. It is 
almost impossible to get started unless you are the son or 
daughter of an established farmer. 

As I mentioned before high, rigid price supports, 
which mean that we have a landed aristocracy, because 
the only way you can get started is by being the son or 
daughter of a very wealthy farmer. 

MR HORT weirs Gibsonjeeinesyoun proposalewould 
it take greater flexibility in the basic legal authority 
which we have? I raise that because it seems to me that 
the Congress increasingly over the years has moved to 
legislate programs rather than policies, and therefore, the 
flexibility in administering programs is increasingly 


constrained. They want to put formulas and they want to put 
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numbers on and so on. 

I guess under the assumption that the world doesn' 
change. If so, how does one deal with that? 

MS. GIBSON: I believe that formulas are dangerous. 

ietnink aspanwexample ofthat, and®of cotirse, intasway. I 
apologize forshavingyto refer®back®to cotton, =butPthis is 
where my knowledge is. I make no apology for that. 
I have-worked in marketing, in cotton, for five years so 
therefore when you ask that question in a place like this 
you always revert back to those :things you feel like you 
know something about. 

But, as President of WIFE, I want the corn people 
and wheat people to know we are fighting for them too. 

Formulas are dangerous. In the 1977 formula 
there was a self-destruct kit. It was designed with the 
trade. It worked well for the trade and it killed the 
producer. 

Tnerelationship tofwhat-<Mre'Palmby said, I have 
great appreciation for his comments, but I think the 
reason why he is not unhabpy, and all of us are unhappy 
with the embargo, is because we have been hurt and the 
trade has not. 

I think you know, you always hear this, and so 
as far as the futures market is concerned, I have a great 


appreciation for that and I work with iteevery day, “and I 
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see farmers lose of tons of money every day. So, I wish 
our bankers in West Texas would say, yes, Nita Gibson 
you and your husgand are cotton farmers. You have a 
deliverable contract. However, it is not a Number Two 
CMantity atyvpes contract so,. therefore,.1t won't work. 

This is why in my very feeble way, and please 
understand it is a very Sincere thing, that is surely to 
goodness there is a flexible living instrument that can 
be designed, and our think our minds can come up with it. 

I am not saying that it is something that can be 
dene 1med eSnOrteperiod sor time. 91 ‘am not Saying the Depart= 
ment of Agriculture would have the answers, or that we, 
the farmers, would have the answer, but I think the combina- 
tion of those of us who are so close to this precious 
thing of agriculture can certainly come up with something 
that would take care of those people who raise corn, that 
we in cotton would compete with them. For example, right 
now, the embargo how did it affect us? 

The cotton market went down, because we know in 
the Panhandle of West Texas they are not going to grow 
corn because corn is depressed. They are going to grow 
cotton in the Delta. They are not going to go to soybeans, 
they are going to go to cotton. 

SECRETARY BERGLAND: Does this have anything to 


do with cotton prices that are the highest in history? 
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MS. GIBSON: They may be the highest in history, 
Mr. Secretary, for those in other areas, but they are not 
for West Texas. 

Our average price of cotton was 55 cents per 
DOUG Se OtherecottoneqotEtoEsIenGs “You are TIoheprnutenot 
fomsour sarea. 

This is what I am talking about. We have a 
problem in our area, and we have to have somebody to listen 
to us. A very productive area, the south plains area, and 
the rolling plains of Texas is the second largest producing 
area. We have an isolated problem. 

We do not have a Number Two contract. I under- 
stand this man's language, but Number Two contract cotton -- 
I would love to set a contract in somebody's yard any given 
day. I would like to deliver the cotton, but we cannot 
ageliver the cotton. 

SECRETARY BERGLAND: I am not going to debate the 
Standards with you Nita Gibson. You know more about this 
now than I can ever learn, but under the -- the gentleman 
from New York mentioned by implication, do you have anything 
you want to say about the grain embargo and HhoOLdingecrain 
companies harmless? 

MR. PALMBY: Just a second. I would not want to 
convey to you a degree of happiness or unhappiness. 


My comments made reference to a very unhappy situation on 
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January 5, and I commend people who put their shoulders to 
the wheel of what can we recoup, on what at that point was 
an impossible situation. 

So, I pay my plaudits where they are due. I 
didn't want to convey the attitude that I am unhappy, but 
Serius cee lseratheresnorc, enyoyethaGewhich=you can. 

(Laughter) 

SECRETARY BERGLAND: I want to thank you, ladies 
and gentlemen very much. 

This brings this segment to a close. We will 
shortly get to the last panel of the afternoon, but before 
we do we will take a five minute necessary break. 

(Short recess) 

SECRETARY BERGLAND: We might have your attention, 
please. We will proceed with the final panel on today's 
program discussing the subject, "Agriculture and Development’. 

The panelists include Dr. Amos Hawley from the 
University of North Carolina. 

Mr. Don Reeves, representing the Interreligious 
Maskerorce on-U.s St»sFoodePolicy. 

Dr. J. Patrick Madden from the Pennslyvania State 
University. 

Dr. Gale Vanderburg, Director of Extension from 
the University of Wisconsin; and 


Representative Dale Locker, representing the 
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National Conference on State Legislatures. 

Dr. Hawley. 

DR. HAWLEY: Mr. Secretary, since 1970 new trends 
in population distribution have appeared. The long term 
rural to urban movement of population gave way to a flow 
from metropolitan to nonmetropolitan counties. 

While most of that was directed to counties 
adjacent to metropolitan areas, many non-adjacent counties 
gained population through net internal migration, six of 
Selma rcere to) UP =tiecontrast = cOMVOnerOLeteneprioretoelLg70- 

The movement is actually a continuation on a 
broader front of a progressive deconcentration of urban 
population that has been operating from early in the 
century. The drift has been fron Cityeto suburban territory 
then from metropolitan to nonmetropolitan sectors. 

Circumstances favoring the broad-scale deconcentra 
tion have been in preparation since the turn of the century. 
I refer to the extension and elaboration of the road network 
the introduction of the rural free delivery of the mails, 
the linkage of local telephone systems to the Bell system, 
theespread of automobile ownership, rural’ electrification, 
hard surfacing of local roads, the radio and most recently 
the tetevision. 

Accompanying these changes are many widences of a 


reorganization of rural or rather nonmetroplitan America. 
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While the size of rural population has remained fairly 
constantbetween 1920 and 1970, the nonfarm share grew 
from 38 percent to 82 percent of the total. 

A decline of employment opportunity in agriculture 
ceaching a vtowspoint) of m3. 4ipercent of tthelabor storce in 
1970, has resulted from a general reorganization of agri- 
culture; a decrease in the number of farms; increase in 
thewsizey ip specialization, in capitalization, in frequency 
of corporate ownership of farms; and in the absorption by 
industry of agricultural technology and many farm activities 

The index of productivity per worker increased 
Eeomec ito giao 8five=Lold Isincersl040.) The decline in farm 
employment only partly reveals the decline in opportunity; 
for many farm households, dale ie has become a minor 
source of income loss of non-farm income would drop 
three-fifths of the farm population’ below the 1977 poverty 
level. 

Off-farm employment has been found in rapid 
increases in manufacturing, service, recreational and govern 
mental industries. In short, agriculture has rapidly become 
PnauUSt TT abizedy, and noOtmsrqnisicantl yadi fterents trom 
business enterprise, while nonmetropolitan population has 
become urbanized in consumer habits and lifestyle. 

Despite the many facets of nonmetropolitan- 


metropolitan convergence in economic and social organization, 
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there are many disparities remaining. Large gains in 
income and education have been made, but nonmetropolitan 
areas still lag behind metropolitan areas, especially 
among Blacks and Chicanos. 

Nonmetropolitan areas still retain large propor- 
tions of the impoverished population. Although unemployment 
rates are lower in nonmetropolitan areas, underemployment 
is considerably higher. 

An undetermined amount of industrial development 
femattracteamby Lowecostsros labor and its seffect lon 
nonmetropolitan development is questionable therefore. 

Low densities, moreover, militate against scale economies 
in public services and institutional activities of all 
kinds. 

Needless to say public policies should be directed 
at reducing the differences in opportunities, access to 
amenities, and local government capabilities. But the 
knowledge required to inform such policies and the programs 
they foster is far from adequate. 

Thus, a major research effort should be mounted 
to disaggregate and analyze the existing accumulations of 
data and to generate new data to fill the many gaps in our 
knowledae. 

SECRETARY BERGLAND: Thank you very much, Dr. 


Hawley. Mr. Reeves. 
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HRT GREEVES: @ Bin? Secretary, I am a farmer from 
MNebraska on sabbatical working for the Friends Committee 
on National Legislation, and ¥ am also acting on the 
Interreligious Taskforce on U. S. Food Policy on whose 
behalf I appear. 

We have been pleased at this dialogue, the 
national dialogue, on the structure of agriculture and 
Support your view that every farm policy decision should be 
made with structural impacts in full view. 

Today we go beyond that perspective to suggest 
that even describing a desirable structure would require 
a fuller exploration of values. from witches oLucturalmdoals 
will derive. A writer reflecting on the appropriate tech- 
nology movement said: "Appropriate technology reminds us 
that before we choose our tools ane techniques we must 
choose our dreams and values, for some technologies serve 
them, while other make them unobtainable." 

The same is true for the range of areas and 
policies being considered in these hearings. Values, and 
the social insitutions which encourage or discourage then, 
must be treated not as afterthoughts, but as prior cuestions, 
in this national futuring process. 

We would make three points, quite briefly. 

First) there areva whole range of personal, social, 


community and religious values which we feel are more likely 
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to be associated with a dispersed agricultural system based 
on small and moderate-sized family run farms, less likely 

to be associated with large family farming units, and almost 
certain to be diminished or lacking in an industrial model 
of agriculture. 

I hve had opportunity to meet with approximately 
65 groups of concerned person from 14 denominations of 
faith groups and have asked them to share their responses 
to two questions. 

What spiritual values attend a family farm system 
of agriculture, and the second question, do these values 
relate to size of farm in an consistent manner? 

The list you have before you on page two repre- 
sents a large measure of consensus which emerges regarding 
those value. 

The first seven items on that list have to do 
with the personal affects, the growth of argh working to- 
gether and making decisions together, and nourishing each 
other as well as the farm. 

I call attention ot Item 5, "Self-reliance and 
creativity are fostered by independent entrepreneurs”. 

Much of the productivity of our agricultural system flows fror 
such individual initiatives. 

Ttems S and 9 On those lists = point to the 


correlation to the kinds of numbers and kinds of farms. 
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and the communities that focus around them. 

Second, we suggest if these range of values were 
taken seriously during consideration of farm policy issues, 
the structural goals would be titlted toward more, smaller 
farms, rather than toward fewer, larger farms. 

It 1S our perception that farm policy decisions 
have been made entirely on the basis of a very narrow 
definition of costs of production or efficiency based 
on direct economic costs. 

Certain costs have not been counted. The list 
on page three is suggestive of the social and community 
costs, but enhance both indirect economic costs and the 
loss of value and opportunity stressed earlier. 

The chart on page four is a list of the repre- 
sentation of what might happen if we combine the direct 
economic costs and social and economic cost, to get a 
total cost curve for some theoretical commodity. 

Finally, we come to suggestions for the kinds 
of changes in public policy which we think would shift 
farm structures in a more human direction. 

I am pleased to present to you, and to release 
publicly, the attached Interfaith Statement on Public 
Policy and the Structure of U. S. Agriculture, signed by 
leaders of 13 denominations. 

The statement is drawn from formally adopted 
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statements of several of these denominations. We don't 
pretend, of course, that every recommendation has the 
approval of every member of every faith group, but it is 
Signed by representatives of several other denominations and 
may be taken as widespread endorsement of the changes 
of the character we suggest. 

Let me call attention to several specific changes. 
First of all, cost is a general goal of encouraging 
agriculture is based solely on small and moderate sized 
farms. We would speak to equity of income for the labor 
and management which farmers and their families put Ito 
their operations. 

We would suggest that the tax laws and the 
payments from Pormactn Meccano ah to be restructured 
so they would eliminate any incentives for large units. 

Pressures towards absentee ownership or corporate 
control of the resourses. 

We would suggest that new farmers need special 
considerations including getting started. 

We point to the continued loss of land, and 
opportunity by minority farmers, and would encourage 
active cooperation among farm groups. 

Some attention needs to be given to farm workers, 


and their present circumstances and helping them find 


alternatives. 
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Extension research, need to place more emphasis 
on the needs of small and moderate units, and a specific 
issue, access to public land and water rights ought to 
be strenghtened in favor of small and moderate sized units. 

We must never forget the words of the Psalmist: 
"The earth is the Lord's and the fullness thereof." 

Public policy that pursues these broad goats in 
our time and place will contribute to responsible steward- 
ship of the precious earth and its bounty of food, and to 
justice for farmers. 

SECRETARY BERGLAND: Thank you very much, Dr. 
Reeves . 

Mr. Madden. 

MR. MADDEN: Mr. Secretary Bee Howard, what 
is the relationship between small farms, family farms, the 
structure of agriculture, rural development and the quality 
of life and opportunities in rural America? 

I am delighted that the Department of Agriculture 
is addressing these important questions, and I wish I 
knew the answers. 

But, unfortunately, the research in this area 
has not been adequate to provide solid answers. And, unless 
we learn soon, many options for public policy and individual 
choice may be permanently closed. As a nation we cannot 
sind Orda.tor blindly allow adverse trends in the structure of 
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agriculture to close off options for rural development. 


la 
Rural areas generally /behind metropolitan places 


with regard to most factors that determine quality of life 
and opportunities. Some have contended that as small 
farms are replaced by huge ones, the quality of rural life 
declines even further. 

The famous study done by Walter Goldschmidt in 
Southern California during the 1940's suggested that 
communities surrounded by prosperous moderate-sized family 
farms were better places to live than communities surrounded 
by farms many times this size, large farms that rely 
mostly on hired labor rather than self-employed family 
labor. 

However, Since this type of research has not 
been replicated in other parts of the nation, and nor is 
it very up-to-date, and we have no assurance that Goldschmidt/s 
findings apply across the board to most rural communities. 

Consequently, we have litte more than anyone's 
hunch how most rural communities would be impacted if 
farms were to become much fewer and larger than they are 
at the present. 

Nor do we know how many rural communities are 
actuallys threatened with farm enlargement. Certainly there 
are thousands of rural communities where farming is such a 
small share of the economy that the size distribution and 
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Structure of agriculture are irrelevant. There are other 
communities where no threat of farm enlargement exists. 

For example, where the fields are small ee soil 
quality so variable that management of large estates is 
impractical. 

Where family farms prosper, often with the 
belplof oft—-farm income, and, of course,, where farm enlarge- 
ment has already taken place to the extent feasible with 
present or anticipated technology. 

And there are other communities where farm 
enlargement is proceeding at an alarming pace, bringing 
changes in land ownership that are ominous and possibly 
irreversible. There is growing evidence, for example, of 
the disappearing middle syndrome -- part-time farms are 
numerous and apparently a permanent feature of the structure 
of agriculture, while moderate-size family farms are getting 
out of farming or expanding to very large scale operations. 

Lt (Seems increasingly datticult for .young people 
to get started in a commerciatsize farm business. These 
trends may be impossible to arrest or to reverse. 

It is not entirely clear what the Federal Govern- 
ment could do to ensure the longevity of more small farms, 
without doing more harm than good to the economy and to 
society as a whole, both rural and urban. 


What kinds of small farms should be encouraged? 
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Part-time? Full-time only? How small? Should the help 


be cut off when the farm reaches a certain size? If so, why? 


And, how big should the farms be allowed to become before the 


are deemed to be so large that Federally funded assistance 
is no longer in the public interest? 

What is the public interest as related to small 
farms? How will the answers to these questions be decided? 

As the President stated in his recent statement 
of policy on small communities and rural development: 

"2 forward-looking policy is needed to manage 
the effects of such a change -- to enable individuals and 
communities to solve their problems and to capitalize on 
their opportunities”. 

And, while these intentions look good on paper, 
the level of support for programs to build and enhance 
the capacity of rural communities is, in my opinion, grossly 
inadequate. 

First, funds may be earmarked for capital 
improvements in rural areas, but the administrative budgets 
and personal ceilings of the responsible agencies may be 
too limited to permit efficient and equitable dispersal of 
these monies or delivery of the mandated services. 

Secondly, new capacity-building programs may hbe 
created, such as the rural circuit-riding managers program 
advocated in the President's policy statement. But unless 
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long-term funding commitments are established and maintained, 
these new initiatives become as a mirage in the desert. 

A tragic example, in my opinion, is Title V of the 
Rural Development Act of 1972, which, despite strong evidence 
of success, has languished through lack of budgetary support 
from the past three Administrations. 

Will the circuit rider manager program and other 
new initiatives in the President's policy statement also 
prove to be mirages? 

Rural development is more than improved jobs 
and income, though these are often essential. It is not just 
creation of a prosperous family-farm structure of agriculture 
though this may be desired in many places. 

It is not just capital improvements, though 
roads and schools and health facilties and water and sewerage 
systems are often badly needed. Rural development is all 
of these things and more. 

For it includes a guality of life in which rural 
communities have the capacity to identify their own goals 
and to initiate effective actions to meet these goals, with 
self-reliance, with hope for the future. For rural develop- 
ment in its finest sense is shaped to the needs and aspira- 
tions of the people. 

Thank VOU 


SECRETARY BERGLAND: Thank you very much, Dr. 
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Madden. Dr. Vanderberg. 

DR. VANDERBERG: Mr. Secretary, Director Hjort, 
I too am going to speak strictly to rural development. 

For the past 35 years I have been closely 
related to citizens in rural America as a county agent, a 
professor and specialist at the land-grant university, and, 
for the past ten years as State Director of the Wisconsin 
Cooperative Extension Service, one of your employees. 

For more than two decades now, and throughout 
the Administration of five Presidents, there has been ever- 
increasing concern and actions regarding agriculture and 
rural development; concern over what is happening to the 
rural systems, the natural environmental resources and their 
related impacts on families, farms, firms and communities 
sou avbar-we America and, thus, all of America. 

I take this moment to extend the congratulations 
of the Cooperative Extension Services and land-grant colleges 
of all the States for initiating your series of dialogues 
with the public on this whole agricultural and rural 
development subject area. 

You ae ren the teachable moment. You 
have heightened the awareness and levels of interest in issue 
relating to agriculture and natural resources as they 
affect all people. And, you have reinforced the concept that 


people can be and should be involved in policy decisions 
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which affect them and their future. 


We fully intend to capitalize on this teachable 
moment by establishing a cominuting dialogue with both rural 
and urban people on major policy issues of the immediate and 
long-range future. 

We have a national policy committee that has had 
representation at your previous hearings and they are in 
the audience today. They will continue their plans following 
this meeting. 

I have one central point I wish to make on the 
Subject of agriculture and rural development. 

Basic to what I have to Say is the one over-riding 
premise prevalent in rural America, espoused by Government 
and national rural development leaders for years. It is 
Ema 

Close, strong healthy families, neighborhoods and 
communites who enjoy security, pride and cooperative 
relationships are paramount to a healthy rural America. 

Such a goal is dependent upon several conditions 
which must be brought about. I would like to mention three. 

First, there must be a healthy, viable agriculture 
farming system of single-family-owned and operated farms. 

Milk factories of 4,000 cows or farms with 400 
COMGmOOru. Cut that criterion; nor do hog factories of 50,000 


hogs, egg factories of 200,000 laying hens, beef factories of 
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100,000 head, nor huge crop production operations. 

It may be that they are the most efficient for 
lowest cost of food to consumers, but they are not in the 
interest of prevalent human values, family values, and 
community values. 

They we a negative factor to rural development. 
We may need to quit holding up cheap food as the idol to 
worship in favor of other values in the qualify of life 
in the decades ahead. 

We may need disincentives for sizes ofoperations 
that are beyond some general size criterion for single family 
operation. Conversely, we may need higher incentives for 
family size operations. 

It will take bold steps by executives and legisla- 
tors to identify and change the policies on taxes, credit, 
farm program, business, et cetera, which encourage these 
ever-enlarging operations. 

Second, there must be a range in quality and 
levels of non-farm jobs in rural communities, full-time and 
part-time. That requires adequate community facilities and 
services, adequate education and access to cultural events, 
and adeguate housing. 

Tn places now 1t is happening; bucetarstoomlittic 
attention and resources are being given this matter. Farm 
and non-farm er ee are integral parts of every 
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vigorous community. 


Needed incentives for encouraging this movement; 
and disincentives for discouraging theincreasing build-up 
of huge industrial developments in the megolapolises of 
America. 

We need Federal long-range policy guides to 
adequately encourage investments and resources to the smaller 
communities throughout America; and we dearly need the 
railroad system which built rural America and which has 
almost abandoned rural America. 

Third, essential to rural development and to all 
Americans is the whole conservation and natural resource 
regeneration ethic. 

It is not just the conservation and enhancement 
of our fragile supply of prime agricultural land being lost 
in the maximizing of production in an increasingly special- 
ized agriculture, but it is the best use of all kinds of Vands 
the quality of the limited water resource, places for and 
safe methods of waste disposal and recycling, preservation 
of natural scenic beauty and of wildlife. It is the whole 
environmental quality problem that must be better understood 
and better addressed by all citizens. 

Many organizations, groups and individuals are 
anxious to see the Renewable Resources Extension Act funded 


dssone- step in that’ direction. It will@result in people 
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regenerating and managing a very major renewable resource 
with substantial energy production. It will become a 
milestone in the essential conservation and environmental 
movement. 

We have at our University an exciting environmenta 
awareness center. We have jointly funded it from CES and 
CSRS funds and from various grants, and including Title V 
of the Rural Development Act. 

Its walls and floors are filled with models and 
modifications of real communities; it has scale models of 
conservation areas and recreational developments; it has 
a scale railroad corridor from Northern Indiana through 
Chicago,the inner core of Milwaukee, through conservation 
and recreation and historic and educational features in 
Wisconsin to Minneapolis and Duluth. 

It has more, but I mention it as one example of 
the potential for your own USDA, CSRS and CES to reach 
millions of people and to create the educational environs 
for changing values and developing rural America. 

During the last couple of decades, in recognition 
of disparities and imbalances and gaps iysauchangqing SOCiety, 
there have been created many helpful agencies and resources 
for people and communities such as credit, housing, technical 
services and regulatory services. Add to that the 


state aids and local resources and we have a giant complex 
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cafeteria from which individuals, families, farms, firms and 
communities can select. 

While developing and expanding this giant cafe- 
teria we have not adequately addressed the fundamental need 
for its optimum use. We have not recognized nor placed 
in high priority the value system, the confidence and 
knowledge base factors in changing people's practices and 
habits. 

Most emphasis in recent years has been largely 
bricks and mortar, on needed aids which have a visibility 
but with not enough resourcesto the minds and attitudes 
which don't have visibility. 

Given the many kinds of aids and incentives now 
in the cafeteria, and they may need changing, and given the 
USDA initiated research and extension education system in 
place, it wouldn't take very much, comparitively, to deter- 
Mine what that system could do for the three areas I 
identified earlier, what it did for agricultural production 
aime ie Seis LOl). 

The Rural Development Title V, the RREA, the 
cooperative extension section of the Energy Bill $932, 
and a comparitively small amount of related support could 
bring about a great change in rural America within a very few 
years. 


Rural development will progress to the degree that 
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people have the educational leadership coupled with the 
economic incentives to change. National goals must be 
accompanied with both the cafeteria and the research/educatio 
dispensed through locally supported mechanisms in which 

there is great local involvement and confidence. 

Thank you for allowing these comments. 

SECRETARY BERGLAND: And, finally, Representative 
Locker. 

MR. LOCKER: ° Thank you, Mr. Secretary. I felt 
a little insecure with all the doctors here until I remembere 
I have an MS degree so I will give you more of the same. 

Mr. Secretary, I am State Representative Dale 
Locker from the Ohio House of Representatives. I am 
Chairman of the Agriculture and Natural Resources Committee. 
Here today I am representing the National Conference of 
State Legislatures. 

Je welcome the opportunity to appear before you 
today and present our views on the structure of agriculture 
in the 80's, more specifically on the relationship of 
agriculture and rural development. 

From among the questions posed to those requesting 
to. appear before you today, we wish toaldress the relation- 
Shipyof USDA\s tarm role and xtral development role, the 
value of the family farm to the agricultural sector, and the 


extent to which USDA should assist small and/or part-time 
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farms whose owners earn the greater share of their income 
off the farm. 

Agriculure and agriculture-related business remain 
the largest industry affecting rural America. We agree 
with the statement made by David Lambert of the National 
Grange just over one year ago before the House Agriculture 
Subcommittee on Family Farms, Rural Development, and Special 
Studies, that "a viable rural development effort, to be 
effective on a national basis, must find its basis ina 
healthy farm economy”. 

Thus we feel it absolutely necessary that the 
Department's commodity programs, agricultural credit programs 
research and extension efforts, and environmental protection 
be undertaken in tandem with its rural development programs, 
community planning, technical assistance, business and 
industry loans, and housing and public works grants and 
loans. 

We believe in putting it together,so to speak, 
the operation of these programs should be targeted to 
Maintaining’ the viability of thesfamily,farm. The goals 
ofersuch) ay policy: to welowatne mecline ung the mumberjor 
farms, to increase entrants into the profession, and to 
favor the owner-operator over the absentee landlord. 

A viable family farm system of agriculture will 
ae tc Un maintain the pennies, Otereraditionalatarming 
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communities, including: 

Small business supplying machinery, fertilizer, 
maintenance, and other operational needs, as well as goods 
to meet family needs. 

Social institutions, churches, schools, et cetera, 
and civic organizations. 

Employment opportunities for family members 
seeking off-farm income. 

The optimal lifestyle offered by a farming com- 
munity, when juxtaposed with that within bedroom communities 
on the periphery of standard metropolitan statistical areas, 
appears to be appealing to an increasing segment of our 
population. The full extent of this preference, however, 
is not totally clear at this time. 

We urge you to redouble your efforts in pulling 
together a rural data base to use in fully comprehending thes 
population shifts. We refer specifically to the decennial 
census, the Census of Agriculture, the FmHA Rural Facilities 
Study,and the National Agricultural Lands Study. 

A viable family farm system will also more effect- 
ively maintain major segments of farmland in agricultural 
use. For residing within the family farmer is, for want 
of better words, a philosophical attachment to the land, that 
can be replicated in no set of economic principles, manda- 


tory conservation programs or zoning ordinances. 
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Following the report of the National Agricultural 
Lands Study Committee, we urge consideration of a strong 
intergovernmental effort to preserve farmland. The North- 
eastern and Far Western States have led the way in these 
efforts; the Great Lakes and Plains States are also embark- 
ing on new efforts as we begin the 80's while we feel that 
the responsibility for land use policy should remain with 
state and local governments, the impact of Federal rural 
development programs, praticularly in support of the family 
farm, will require an intensified dialogue among all levels 
of Government. 

The viability of the family farm could also be 
assisted through an intergovernmental program which would 
match aging owner/operators and landowners with those wishing 
to enter farming. 

State land-grant institutions and the Extension 
Service could be used to identify participants. Tax incentive 
for sellers,-.such as those recently passed in North Dakota 
srideduaranteed 1Oans tor Start-up costs, repairing, or replac- 
ing machinery, refurbishing buildings, et cetera, could 
assist in the transfer of ownership as well as operation 
to the entrant. 

Here, again, the development and use of a strong 
rural data base, including information on an operation 
Ofesimilar match-up efforts in Canada and Europe, would 
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assist in studying the feasibility of such a program for the 
United States. 

With the emphasis that we place on farmland 
preservation and on the viability of farming communities, 
the inclusion of small and/or part-time farmers as 
program participants makes good sense. The farm and non- 
farm economies are inseparable in these communities; coverage 
under USDA programs should reflect that understanding. 

eiiatiney OU pe Mt. Secretary. 

SECRETARY BERGLAND: Thank you very much, 
Representative Locker. 

Dr. Hawley, you said in your statement, the last 
sentence, and I read, "The major research efforts should be 
mounted to disaggregate and analyze the existing accumulations 
of data and to generate new data to fill the Many gaps in our 
knowledge". 

What precisely are you talking about? 

DR. HAWLEY: Well, let me a give a word or two of 
the background of that statement. I have been associated for 

the past two years with the Future of Rural American Advisory 
Group in the Farm Home Administration. We have proceeded 
by trying to inform ourselves through commisioning a number 
of papers on different aspects of recent trends, the current 


State of affairs in non-metropolitan America. 


One of the lessons we have learned from this is 
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the deplorable state of knowledge that exists. Most Checoue 
data -- and there is a great amount of information -- is 

in greatly aggregated form. We can't even break it down 
by regions without spending a considerable amount Of time 
to accomplish that. 

To say nothing of smaller localities by type 
Of agricultural area, by other industries. 

So, we have had to proceed without the benefit 
of that. There are areas such as rural housing, non-metropol 
itan housing on which nothing is known, although the data 
laden in the Housing census has been surveyed. 

Nothing is known about the frequency of under- 
employment and unemployment. Again, in that kind of area 


<1 can go through a long list of aspects of the rural scene 


with this kind of statement. 


There are also a lot of problems that have been 
completely ignored. I may say that almost none of the farm 
programs include any evaluation mandate. 

They stand without benefit of that kind of 
ascertainment of their effect. 

But, what is happening in the way Greincusctriras 
development in the rural areas is very sketchily known. 

We don't know much about the barriers to mobility. We 
haven't a very good idea about what programs Coveagr cultura: 


programs do, to community capabilities that deal with their 
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problems. 

We don't know much about the optimum scale of 
communities -- well, there are a great many things that 
we don't know and it does make a long list. 

SECRETARY BERGLAND: I am very interested in 
that because I didn't know-that we were that far away. 

DR. HAWLEY: Well, there are a great many studies 
thatrare hightyelocalized, not very Soe Ciel Cy BU CL ney 
do not give us the breadth of understanding that is needed. 

SECRETARY BEGLAND: For almost seven years I 
represented a district in Minnesota for the Congress of the 
United States. My opinion is, most of the poverty Gey heats he 
Congressional district, talking about rural poverty, could 
Dewattributablenco underemployment. A person simply did 
not have enough to do, and they were locked, in. ee nevacould 
not leave, they couldn't find a job. 


It was a serious, sad situation. Okay. 


Mr. Reeves, you are proposing a set of non-economi 


values be introduced into developing economic strategies. 
In apolitical environment that is sometimes hard to do. 
Any advice on how we might go about it? Getting Congress 
to take into account some of the very excellent recommenda- 
tions your colleagues have suggested? Or, do we have to do 
it surreptitiously? 

MR. REEVES: Well, I think ther are some ways 
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in which it can be done quite openly. 

One of the things that surprised me in the 65 
groups I have talked about, theyare not all rural groups. 
Some of them are very urban and many of them are mixed 
groups of people, and even families who have been away 
from grandpa's farm for two or three generations have a 
very strong, warm feeling about a style of agriculture and 
at first blush they are often very sentimental. 

But, if pressed, people are able to articulate 
some of the these values and why they are important. 

So, it seems to me that there is -- I don't think I over- 
state the broad basis of support there is for looking at 
this kind of structured agriculture. 

I think even in the metropolitan areas there 
are people whose feelings are such that theywouldn't object 
to support that was focused in this direction,  palLetculcatay. 
I think if you look at the body's resources that are now 
used to support agriculture; if you look at the distribution 
of wheat, feed-grain benefits for 1978, for example. 

Treva clearethnatsa tnira,Orea Quarter of those 
at least went to very large farms. And enabled those familie 
to have something considerably beyond the national average 
amcome, Or the national median income. 

So that within the bounds of the resources now 


being used, there are some things that could be done in terms 
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On redistribution, «andi isam notclear whether we are talking 
about limits, or whether we are talking about graduated 
payments, or some graduation of that. 

I think that the tax rules that we have in place, 
a Similar kind of approach could be made. You know, we 
Spend, or cond) collect,a million) dollarsuasyearnm, givelor 
take some, for specifically ag-related tax expenditures. 

It is clear that most of these go to people who don't need 
them. 

If you made some of it related somehow to family 
incomes, so I would suggest that looking at the distribution 
of the things that we are now doing, or give some flexibility 
that would help us refocus in this direction. 

Beyond that, there are trade-offs, and you probabl 
can't push very far against this economic curve, but we 
ought to be clear that insofar as these values are concerned, 
they are taken seriously. We move against the curve, rather 
than accept some big argument, bigger, better, cheaper, or 
something of that character. 

SECRETARY BERGLAND: Well, I congratulate you and 
your colleagues for doing a great deal of creative thinking 
Min bia Stared < 

Dr. Madden, the budget of USDA is about $49 
billion or so. The biggest portion of that goes into 


rural development. I suppose it is $15 billion, maybe more. 
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There is a limit to what we can get in the way 
of money. I think we are probably at the limit, especially 
when we are confronted with a balanced budget requirement 
eo check nLlation. 

How then do you think that we can best redirect 
this substantial budget of $15 billion to meet the rural 
development needs? Where would you start? 

Tan nOte calling tormastotal, blueprint, but what 
one thing would you do? 

DR. MADDEN: One thing that I would focus on is 
increasing the capacity of the rural communities to identify 
their own needs, and opportunities, and through a combination 
of activities such as CRD, as WaS~ mentioned earlier. 

SECRETARY BERGLAND: Help me with that acronym. 

DR. MADDEN: Community Resource Development, that 
kind of technical expertise, plus research backup in which 
vOmmWvouLd, Upol trying. A certain intieative evaluate it to 
see whether it is working and provide a feedback of improve- 
ments in each approach. 

We have an awful lot of pilot studies in which 
something is tried throughout Government, not just agriculture 
but in labor and every other department, and pilot studies 
are done in which a bright idea was tried and yet the body 
of knowledge is never creative in which one could predict, 


and therefore, describe how the future should unfold. 
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So, I would say that if there is going to be one 
change, it would be to focus more on increasing the capacity 
of the community to identify their own needs, to meet their 
own problems, rather than simply relying entirely on capital. 

Capital is certainly essential, but the iecal 
people should have the opportunity to have a say in shaping 
the rural development strategies. 

SECRETARY BERGLAND: Do you think we should requir 
the community to develop a strategy before any money is” 
dispersed? 

DR. MADDEN: That sounds like the grand require- 
ment. Require them? Certainly not, but) lesay; giveathem 
the option, give them the expertise. This is being done 
very successfully in communities where I have visited on 
site visits. 

I have seen where the communities are given the 
support, a combination of research backup information, plus 
the CRD type of training. I findithat they: are able to 
come to grips with the problems much more effectively. 

Somui-would say ,fdonyt;odongt requires. ct, _ but 
certainly make it available to them. 

SECRETARY BERGLAND: Dr. Vanderberg, what do you 
think about this? 

DR. VANDERBERG: I have developed a great deal 
of faith: im docal Eeae and their judgments, given adequate 
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facts and given the chance to consider adequate facts. 

As I satq ,eariier,, . think what you Nave started 
in this dialogue is something that needs to he continued 
with large numbers, masses of people, both urban and rural. 

I think once they do come to understand and have 
a part in discussing issues and understanding issues, that 
there will be a kind of support for values and perhaps 
changes in even the kinds of incentives I was referring to 
that may help bring about change. 

I think that it is possible to develop a base, 

a philosophy that says, you are developing technical program 
and financial programs to go to communities, or to be used 

by communities and farms and firms and families, build a 
portion of research and education right in conjunction with 
them. 

T. refer to the. Energy, Bill. It carries a piece 
of legislation, or the Cooperative Extension Service, or the 
World Development Bill, in some of its redesigning, very 
well carry the research and education function in proportion 
to the other functions in the resources celgtche Gelayche Jebel is 
provides. 

I think there is a relationship. 

SECRETARY BERGLAND: One of my frustrations with 
Federal programs is that they tend to go up like loose cannon 
You never know where ys are headed, or why, or who points 
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them. 


We are trying to find a better way by seeing what 
we can do and investing preemptive power in local communities 
Giving to the local authorities, no matter what they may be, 
Gounty, city or township, the power to plan, and direct, and 
control Federal loans and grants. 

Do you think that makes any sense? Now, if you 
shake the tree it is first come, first served, and whoever 
gets in with the biggest push will get the money without 
regard to priorities, or needs or aoeesdmente: 

DR. VANDERBERG: Now, something of that may be 
happening, but I believe that there is a rationale to a 
design involving local people in the priorities and in the 
use of resources, and selection of resources in given areas 
at a given time. 

It just seems to me that we have not provided 
for that experiment, if you will, of adequate knowledge and 
research and information that was referred to here earlier, 
that would be used as a base for decision making. 

I think given the same facts and the same sets 
of information, they would come to the same kinds of decision 
some administrators make. 


SECRETARY BERGLAND: I think you are right. 


Representative Locker, you quote a statement saying 


that the rural development program should be farm based. 
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The believe, I suppose, is=that you don't have a viable 
productive generally active agricultural economy, then the 
rest isn't going to work anyhow. 

Are you suggesting that it be limited to sort of 
a farming base. I am thinking, for example, of my own family. 
My wife and I have one son and six kids, one of whom will 
farm and the other five will not. Should we care about that? 

MR. LOCKER: I am sure you should care about it, 
ana so shoulda artl-or us: 

SECRETARY BERGLAND: I care as a parent, but should 
the Government care about it? 

MR. "LOCKER? #The*point I was trying to make, a 
Tot of programs are geared to a lot of other entities in the 
rural area, rather than the small farm. 

I look -- the railroad used a come through, pick 
up the farmers commodities at the small elevator, because 
there were so many of them. They were alive and moving, 
bringing in the lumber and what have you, to the hardware 
stores and the lumber mills, so you had a good thing going. 

We have watched this drain off. That is a concern 
I have. We don't have a viable farm base. One large farm 
will not consume and will not be as viable in the marketplace 


as will a number of small ones. 


When you are talking about the entire farm community, 
| 
when you are talking about services offered, and what have 
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POUTeehe yeastetiateitsemy=concept Of ‘this, and I° have seen 
it happen, and I have seen it in the areas where I am from 
now, Western Ohio. 

I see that we have communities -- as an example, 
the housing problem, the low -income housing. What it is 
Going is siphoning off some of the farmland, because we 
require five acres to build a house. We are breaking down 
the farmland for that purpose. 

We have the sewer and water, and in some places 
we are encouraging them to go, so I am saying,yes, you 
ought to be concerned. The Government maybe ought to be 
encerned. If we don't maintain the farm base and if we 
don't maintain the small family farm base, it is not going 
to make much difference. 

I think it is like the man who would do anything 
for a million dollars, but found it difficult to spend, and 
once we get the bigness and solution, we may find that 
literally we have more problems because we are talking to 
just a very few. 

The oil situation, the foreign neighbors, ought 
to tell us something about bigness, and the problems that 
develop when you have such control and such a view. 

SECRETARY BERGLAND: Thank you very much. 

Howard? 


MR. HJORT: I am not really sure that I know where 
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to start on this one. As I. listen I hear suggestions, and 
good suggestions. 

One that we do take the data that are available 
and augment that and break it down and move from these 
aggregate sort of statistics to provide the KincwolLsrnLorma— 
tion that willguide policies more precisely supposedly. 

I hear that we should give greater attention to 
social and community costs in connection with policy develop- 
ment. That there should be greater involvement in the local 
area, and the opportunity for them to assess their own 
situation, and come forward with proposals, active interactio 
moving up from the bottom, so to speak. 

I hear that super large farms are!not it. I 
believe I detect the impression that there is a significant 
gap between what we are doing in terms of rural development 
in this nation, and what we are putting into the research 
and extension activity to support that effort. 

Dagetechecsimpression thate1l allot phases 
recommendations in some part probably wishes, were accepted 
and in place, we would see a non-metro area where there 
would be job opportunities for those who do not have the 
resources of agriculture. 

There would be the opportunity for those with 
small farms to augment their income from non-farm sources. 


That it would be a nation of small to medium, or at least 
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would not really have the super large farms, and in turn 

I gather that the judgment is that that would mean greater 
community Stability, and I gather the judgment is that we 
really would not lose much in terms of efficiency criteria, 
and we would probably have a higher net social benefit. 

I guess I will ask the general question. Am 
I summarizing properly? And, if I am, how then do we go 
from here? 

I guess I would ask also one or two other things. 
We seem to be riding on some trends, some that move us 
in the direction that you -- the portrait that you have 
painted, and some were in the opposite direction. 

The reversal of the migration pattern has been 
documented for us. The Secretary has referred to the rather 
massive flow of funds. I say massive. Certainly compared 
to when I was here before. 

I think most of the funds that have been loaned 
inthe name of rural development by this Department have 
been so in he Jast three years, more than in their entire 
Hescory. 

That is a consicierable flow, yet it appears that 
we continue to have a trend, and I gather a perception from 
not only this session, but others, that supersized units 
are developing rather rapidly,and that thas change in the 


social fabric of rural America is changing. 
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With all of that, what do you suggest that we 
do that we are not doing now in the name of policy to try 
to achieve that vision that you have? 

Dr. Hawley first, and then we can go right down. 

DR. HAWLEY: That is quite a question. Well, it 
seems to me that the basic policy strategy has to be Toen ii 
fied. To me it seems that the first phase of rural develop- 
ment policy ought to be to foster the convergence as between 
metropolitan and non-metropolitan areas. 

Jith reference to opportunity, access to services, 
and local capability to take care of their needs with or 
ithout Federal assistance. 

Tiathatetestiesking of objective that a policy 
should be aimed at, then there are a number of implementation 
that one might think about. 

For example, you might wish to -- you might 
feel compelled, rather, to do what Tewnecescsaryeto:tacititare 
the mobility of labor so that it will not be stagnated in 
pockets of poverty and isolated from educational facilities 
and other human capital development opportunities. 

You might also wish to think very carefully about 
what kind of industrial development should be allowed into 
non-metropolitan areas. 

Whether it will have a developmental or lifting 
of the capability of labor to participate in the industrial 
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economy. 

There are gquestions,it seems to me, of viability 
of small farms. Of whether or not they should be subsidized, 
and what are the costs of subsidizing them. The human costs 
as well as the financial costs. 

In some instances, it looks to me like the mainten 
ance of the working core, rather than maintenance of the 
traditional values of agriculture. 

Pneceneral mietnink, el te your thinkyor srteinterms 
of trying to hasten the convergence between these two broad 
sectors, and there is change moving, and I think what has 
happened to the non-metropolitan areas is an urbanization. 
They are being brought into the same institutional pattern, 
exposed to the same information, news, consumer habits and 
the like, and the same kinds of disparaties of opportunities, 
and those disadvantages should be reduced. 

That would seem to me to be a major policy change. 

MR. HJORT: Just following on that last comment, 
in taking on values that are similar to urban values, are 
there other values that you believe -- that can be preserved? 
Other positive values that have been associated with a 
rural area. 

I mean, can we end up here where we have the 
health services, the education services and so on available 
to people, but yet Aen have the congestion, the compaction 
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2602 
and so on, and the other -- whatever sorts of negatives that 
seem to be now encouraging or pulling people back into the 
rural area, if they do have these other services? 

Te thiacepessivire, Or do we. lose that set of 
values in the reverse migration process? 

DR. HAWLEY: I suspect in the development of 
scale economies, scale of organizations, you lose certain 
traditional values. Others are substituted for them. 

I am not sure that advanced education has a 
traditional rural value, but that could be a requirement for 
effective participation in modern society. 

I am not sure that access to full as possible 
Glow Of information is a traditional rural value, but again, 
if you want an informed electorate, that should be hedged. 
So, some things, some parochialism, some localisms, will 
perhaps be lost in an effort to attain the same kinds of 
opportunties that are in metroplitan areas. 

There are a lot of physical characteristics in 
the metropolitan areas which it seems to me be diminishing. 
I think the density of population is one of them, the density 
with which organizations are concentrated, industry as well 
as many other things. 

The land loss in our metropolitan areas, the 
sectorial changes in industry which allow a wider spread, 


the search for managers and workers as well as other things, 
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these are moving in on what has normally been an urban 
monopoly, much more widely over the country. 

MR? SHOORT: pathanke you, Mr. Reeves. 

MR. REEVES: Most of us who work for religious 
institutions in this town have an agenda that is longer than 
you can imagine, but I came here from meeting with a group 
of 4-H leaders who met on health care, and they were some- 
what appalled, I think, when one of my colleagues speaking 
of health care, talked to them only about a national health 
insurance program. 

Here are a group of volunteer people from 
communities who are interested in workingwith kids at the 
level of what can they do as individuals, to build and 
maintain good health. Somebody who was describing to them 
health care in terms of a system for delivery. 

One-of the thingsethat is really a building of 
spirit, I suppose, and it is probably more my jObe thang tas 
yours, is to encourage people in a sense to take charge 
of their lives, to become involved at every phase. 

The second thing I suggest would be, to repeat 
something I said in the statement, which LSet OLCcountea bl 
the costs. We simply have not counted all the costs. We 
have moved people off of the farms and did not ascribe back 
to the food bill what it cost to train and move people, or 
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BucCeSsstully wets backeimto tie system. 

Now, it may be changing with the reverse migration 
but certain kinds of community services are proportionately 
more Costly. 

So,those are economic costs that we have 
encountered. I think we are even slower in coming to count 
the spiritual costs, the cost of what is happening to us 
as people, and we are going into a society that makes vir- 
tually all of its decision on rather narrow economic analysis 
and in particular when continued growth will be more difficult. 
We are going to have to find whole new system, whole new 
ways to define success and achievement which don't involve 
this narrow materialistic view. 

2 5o,) cnate king “of 7a change of spirit I am involved 
in, ‘and I hope it will be reflected inthe public policy as 
we go along. Specific handles. 

Maybe the tax rules that we have are the clearest 
expression of what we think is important. We have subsidized 
the substitution of capital for labor. We treat income from 
inflation more gently than we treat income from wages, and 
there are many specific business and farm applications which 
I think accentuate structure problems also. 

Mae HUORT seetnank you vere much.’ Dr. Madden’. 


DR. MADDEN: My agenda is not nearly so long. 


Wouste four points. 
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First, I would suggest that there is a need for 
a policy statement dealing with small farms and rural 
development, in which the goals and values would be articula- 
ted. We have heard today a lot of antidotes about contrasts 
and conflicts between various goals and values. 

Second, we need to identify what those -- we 
need to identify what the conflicts themselves, between 
legitimate and competing goals, and face up to the fact that 
there are conflicts between legitimate goals. 

Third, as policies are put into place we need to 
evaluate them and we need to collect data, not just of the 
descriptive kind as has been mentioned here several times, 
but also what we would call the causal parameters so that 
we can understand how we get from point A to where we want 
Omer ia Olltao. 

Then fourth, I would suggest that we support 
that which proves to be successful through this evaluation 
effort, and that is, to make the funding of.program contin- 
gent upon the merit of the programs, and not just on the 
political suppore. 

For example, I see very little hope in ays near 
future of creating -- of anyone creating a constituency to 
support the whole concept of SCapacityabuilding.inThateis 
too abstract. Increasing corn yield and improving environ- 
ment, et cetera, these are concrete things to a lot of people 
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Things that get people emotionally involved and committed. 
Capacity building is much too abstract. Yet, it bears very 
good fruits 

I think if we were to fund programs on the basis 
of their intrinsic merit as determined in a hard-nosed and 
objective and ongoing evaluation, then we would wind up with 
a much more solid basis for making decisions and bases 
supporting the programs. 

And, aS Mr. Secretary said, there is $15 bidlion 
for all development. We are talking about less than one spe 
three thousand dollars going into the kind of effort we are 
talking about now, if my arithmetic is correct. 

So, there is a very small fraction that is current 
goungeanto thatekindeot acitivity at the present time. 

Thank=you-. 

MR. HJORT: This you are saying, in doing this, 
you would take into account not only the economic costs but 
the net social costs also? Net social benefit concept in 
here. 

DR. MADDEN: I would agree with Mr. Reeves on that. 
And, at the same time, I don't know that the equation 
would always come out quite the way we would expect. 

For example, I escaped from a farm in that 
Irish State "O'Regon", and I have been eternally grateful 
in view of the fate ee those who were left behind, that I did. 
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Ineameconomicrand £ think social sense, even 
though I am very fond of my hometown, so I think we woulda 
have to add up all of the social and economic costs in 
order to be fair about it, we ought to match up all the 
social and economic benefits of those. 

Yes, certainly a lot of people did in theprocess 
of being forced out of the employment in rural areas, iG 
wind up worse off, unemployable and so forth, Sandon e tie 
Welfare rolls, and other were gainfully employed, and I 
think to be honest about it we have to add up both the 
benefits and the costs. 

MR.HJORT: Dr. Vanderberg. 

DR. VANDERBERG: Let me just say that I think 
that we didn't get to the kinds of situations that we have 
described in a hurry, and they won't disappear in a hurry. 
So, I don't want us to panic about something or another. 

But, since 1930 or thereabouts there has been 
a great deal more influence on decisions that people make, 
that businesses make, and individuals make, on the sizes 
of farms, for example; on locations of businesses; on all 
of the decisions, the way in which they use land and water 
ana the national resources. 

Decisions are usually made based on incentives, 
and values held, and knowledge. The kind of incentives 
and disincentives I ee referring to earlier, would not be 
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a very popular political process. I am talking in my 
discussion about process, about bringing about change and 
accord among those who administer and those who are in 
Government and those, the rank and file. 

niece iS a long term process, not a quick process. 
Obviously, it can be disasterous POllieicallyeanaeit won ct 
get supported, some of the things I am suggesting at least, 
until and unless there is a great deal of understanding by 
people, both rural and urban that does not exist at this 
time, and a great deal of discussion and involvement. 

It will not be one that will go for required 
programs of this and that. I remember when they passed a 
law in Wisconsin, I remember sitting on a three-legged stool 
and in a year every farmer is going to have a milkhouse. 

Where it wouldn't work, they simply pushed it 
off to get an educational program going. What are the 
incentives to you as a dairy farmer, and it took place. 

I maintain that you can bring aboutchange over 
a period of time. We fully intend to carry these dialogues 
into the 3300 counties. 

MR. HJORT: A followup question. Every year as 
we go through the budget proposals that come in from the 
Various agencies of the Department and carry through that 
process, it is always very striking to note the inverse 


relationship between programs level and research and patel 
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funds. We still put most of the public money inside the 
triternah or at the funiversity into the traditional, the 
agriculture and marketing and so on. 

Inmtermssofeproportion of program level, we have 
about a small proportion going behind rural development, 
small communities and rural development. 

Why is that going so slow? 

DR. VANDERBERG: I don't really want from what 
I am saying to detract for the need for continued research, 
basic and applied, and that very fragile margin of agricult- 
ural production of food and fiber in this country, and 
for the world. It is a very fragile margin. 

MR. HJORT: I am not necessarily putting it in 
a “tradeoff either, but why haven't we aS a society, as 
the universities, the Federal Government, the state governmen 
why aren't we putting more resources into research and 
education and the kinds of things that have been talked 
about here? It seems to me that the pograms are moving much 
faster than our knowledge of how those programs can be 
best effectively used in the proper way, and I am raising 
that question. 

Where do we find ourselves in this situation? 

DR. VANDERBERG: I expect research follows the 
kinds of interest and concerns that -- regarding the kinds 
of decisions and Bete ealens people find themselves in, and 
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those happen to be situations created largely by the kinds 
of incentives and goals and processes that we have been 
talking about. 

Once we have some national goals that are 
clearly understood, that there are some values. That may 
not be cheap food. That may not be the value that is held 
high, but some other value. Once those are understood and 
agreed to, it seems to me that we would get more support 
from the electorate. 

MR. HJORT: Thank you. Representative Locker. 

MR. LOCKER: Being somewhat of a farm boy I 
always hated to be on hind tip because there is no nourish- 
Mentethnere atuall, and.) .donit think sl ocan givesyouganything 
at the end of this. What all these gentlemen have given 
you, good words, but let me try to respond with some thoughts 

I would like to respond to what you said last. 
One of the reasons why we lack the knowledge is that a 
good many of the programs come from Washington or the state, 
but the knowldge and understanding has to come from the 
individual receiving it from the communities. 

Many times there is no link between those two. 
The research they understand and they implement, assuming 
that was just a short sheet of exp banattonus weltnateais OLt— 
Pines SuLELCLent. 

We are talking about changing total attitudes and 
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acceptances and what have you. I think that is a part of 
the reason. It is communications. I hate to use that word, 
Peersebeat=-to death, but 1t, 12s a communications problem. 
e operate in vacuums. We, at the state level continually 
harangue you boys in the Federal Government about your 
regulations, and when you give us one, we give them 27. 

We adre™=really trying “to makevit"fit.  Whatit is; 
think of the poor devil who gets it. 

Let me give you an example of 5 Seal problem. 
Land conversion in my area is a serious situation. I men- 
tioned a while ago the individual homes supported by farm 
home loans, low interest loans. It takes five acres to build 
onethose. “That is five acres of land shot in the rear. 

However, the cost of cnee house today is even 
then prohibitive for them to make the payments. Do you think 
they can get a low interest security loan from Farm and Home 
on a condominium unit which they could eee tear for *within 
their resources, 30,000 versus 65. 

No, because the rules don't allow for that. 
That is the point I am making. The rules were probably 
generated properly with a lot of thought and research and 
understanding, but now it is getting down to the level that 
times have changed and the people from the Home area are 
looking and saying, they really don't want me to have that, 


and now let me go a step further with my sermon. 
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We talk about energy savings. Wherein is a better 


place than a condominium, when you are talking about energy 
Savings? 

We talk about land conversions, there we can have 
Six, units, noeesoupacres, sputea much smaller amount of land 
conversion. 

Pranspomuatacon, normally they are closer toa 
Gityearea.\els it forcing people, to. go there? No, a good 
many of the people that were getting the individual housing 
in the country would just as leave have it closer to town, 
but for reason or another, either land cost, whatever. 

A couple of other comments. I think I jotted 
one word here to myself, and I think I will share it with 
VOU, wrt 15) 2 ViSi10n. 

We have a tendency to look at our problems today 
from where it was we came from yesterday,which we have to 
dos ace history.ee Butedt! has» aatendency tojtie us, ainto,.doing 
the isame| thing.-\ We will modify a little bit. We will 
use blue chips instead of red ones, and get right down the 
same path. 

I think we are in a position where we have to 
make some kind of dramatic changes. Why did the people 
leave rural America and go urban? Because they really 
wanwed etal be stnere: 


No, evidently not. Because now they are coming 
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back, and as you mentioned there is that shift. 

One or two things. The programs were not there 
when they needed them, or the programs that were there were 
not sufficient, or they were not aware of them. 

Pemignte alsovsay they didn't Pike the city life, 
but I really would believe that they had to know basically 
what that was to some extent before they got there, because 
a lot of them were driving into work. They just finally | 
gave up. 

I would say one other thing, the reason we need 
POmpClesServealiecr small tamimay  Larm, thatesmall family rcarm, 
and we can beat it to death however we want to, but the 
work ethic is still a strongly constructed rural creed. 
Ana, @VOuU Willecindeit IsS=stronger there than you wilt find 
anywhere else. 

There is something about a farm kid, a rural 
kid is given additional instructions, and we don't have that- 
and the larger the farm becomes, the responsibility becomes 
his. The absentee owner, not mine. 

We have that as a part of our problem in the 
urban areas. It becomes the problemof the union leader, 
the company manager, whatever, but it is not mine. 

T have taught in the rural schools for a hundred 
Veers, and I am going to tell you, we we “look at the 


efficiency as being related to bigness, as being related to 
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getting the job done, and saving money. People just look 
at the educational system. We manage to get efficient. 
There is only one small problem. The kids are not getting 
the education now, at least not what we are asking them to 
get. I think that is what the concern is. 

What I am talking about is rural programs, we 
gear towards bigness as we have mentioned. We have a 
tendency whether by design or accident not to fit the smaller 
and it is not that you maybe want to get rid of it, but 
in essence that is what happens. 

I think that is kind of a shotgun approach to 
some comments I wanted to share with you. 

MR. HJORT: Thank you very much. 

SECRETARY BERGLAND: Thank you very much gentlemen. 
This has been a very excellent, stimulating, provocative 
panel. I apologize for the hour, but it was necessary to 
get all of this into the record, and for my own information 
aricgw@tralii ng. 

This will bring this day's program to a close, and 
we will convene tomorrow morning at ten past nine. 

(Whereupon, at 5:35 p.m. the hearing was adjourned, 


to reconvene the following morning at o7 Cea mt OLCLOCK) 
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